I. SUBJECT

Reviewed and Approved by the Executive Director:

June 9, 2022

FOR DISCUSSION

Discussion on a Policy and Strategy for Lease Rent Renegotiations for the Waiahole
Valley Agricultural Park and Residential Lots Subdivision Located in Waiahole,
Koolaupoko, Oahu, TMK Nos.: (1) 4-8 (various)

IL FACTS
Project:
Location:
Project Type:

TMK Nos.:
Zoning:

Trust Land Status:

Lot Summary:

Lessor:
Property Manager:

Waiahole Valley Agricultural Park and Residential Lots
Subdivision

Waiahole, Koolaupoko, Oahu

Agricultural and Residential Subdivision

(1) 4-8 (various)

AG-2 (General Agricultural District) and P-1 (Restricted
Preservation District). Hawaii Revised Statutes (HRS) Chapter
359G development exemptions were obtained through Honolulu
City Council Resolution 86-148.

Lands acquired after August 20, 1959 and Section 5(b) lands of the
Hawaii Admission Act (i.e., ceded lands)

Type! No. Acres Occ.
Residential 65 44,185 84.6%
Agricultural 39 348.625 89.7%
Non-rentable? 14 194.325 N/A
Market Rate 2 7.973 0.0%
Commercial® 2 0.711 100.0%

Total® 122 595.819 N/A

Hawaii Housing Finance and Development Corporation (HHFDC)
HHFDC

A. HHFDC owns in fee simple 122 lots totaling approximately 596 acres within the
Waiahole Valley Agricultural Park and Residential Lots Subdivision located in
Waiahole, Koolaupoko, Oahu.

1. Most of the lands were purchased in 1977 from Elizabeth Loy
McCandless Marks by the Hawaii Housing Authority (the HHA, a
predecessor agency to HHFDC) under threat of condemnation (the Marks
Acquisition). The public purpose of the acquisition was to preserve the

! Designation per the Declaration of Restrictive Covenants for Waiahole Valley Agricultural Park and Residential
Lots Subdivision and Homestead Road Lands.

2 Includes lots for open spaces, roadways, water system infrastructure, a Waiahole Stream floodway, and the Waianu

Stream Bridge.

3 The Waiahole Poi Factory lot and adjacent former farm stand lot, each fronting Kamehameha Highway.

4#HHFDC owns an additional 17 non-rentable lots totaling 291.83 acres located outside the subdivision which are
either located within the Waiahole Forest Reserve or act as buffers to the forest reserve. The Department of
Hawaiian Home Lands (DHHL) owns 21 lots totaling 18.47 acres located within the subdivision; these lots were
transferred to DHHL by an HHFDC predecessor agency in 1998. There are 27 exclusions to the subdivision totaling
34.10 acres, composed of 24 privately owned lots and three lots that comprise the site of Waiahole Elementary

School.
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rural, agricultural character of the valley. The remainder of the lands are
ceded lands and were acquired in 1993 from the Department of Land and
Natural Resources (DLNR) pursuant to Act 330, Session Laws of Hawaii
1993 (Act 330).

2. After the Marks Acquisition, HHA contemplated moderate-scale
development of Waiahole Valley to recoup its investment made by the
Dwelling Unit Revolving Fund (DURF). Met with community resistance,
HHA shifted to a limited development plan and pursuant to HRS Chapter
359G (similar to the current Chapter 201H) applied for and received
exemptions from requirements relating to planning, zoning, construction
standards for subdivisions, development, and improvement of land and the
construction of units thereon.

a. Subdivision improvements included improvements to roads,
stream appurtenances, drainage systems, and utilities in addition to
the construction of the Waiahole Water System (the WWS) to
provide potable water service. Notably, Council Resolution 86-
148, which authorized the Waiahole subdivision’s development
exemptions under HRS Chapter 359G, requires that the State of
Hawaii maintain and operate the WWS.

b. All subdivision lots have vehicular access and potable water
service (the latter provided by either the WWS or the City and
County of Honolulu Board of Water Supply). Nearly all lots have
electric and landline telecommunications service. Many lots also
have stream access, auwai access, and/or piped non-potable water
service provided by the McCandless System>. There is no public
sanitary sewer service on Oahu’s windward side north of
Ahuimanu, and the prevalent form of sewage disposal in Waiahole
1s via cesspool.

A project location map is attached as Exhibit A, and a subdivision map is
attached as Exhibit B.

B. Ground Leases Overview

1. HHFDC is the lessor pursuant to 93 long-term ground leases for
residential (57), agricultural (34), and commercial (2) lots located within
the Waiahole subdivision.® The leases commenced on June 30, 19987,
have fixed monthly base rents through June 29, 2023, and have initial
terms expiring on June 29, 2053 (i.e., they generally have 55-year initial
terms). The agreements include an option to extend the lease term by an
additional 20 years subject to a 51% vote of the lessees to be held during
the five-year period ending on June 29, 2053.

5 The McCandless system serves at least 15 lots located from the top of the north branch of Waiahole Valley Road to
Kamehameha Highway and is supplied by untreated water from Waianu Stream. The State abandoned the system
when it developed the potable Waiahole Water System, but it continues to be used and maintained by members of
the Waiahole community.

¢ An additional two long-term ground leases are pending execution: one for a residential lot to be leased to a former
DLNR permittee to satisfy HHFDC’s obligations under Act 330, and one for an agricultural lot to an individual who
signed an interim tenancy agreement in 1983 but never executed a long-term lease.

7 There are a handful of exceptions for varying reasons.
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2. The majority of the leases contain the following clauses:

Lessee understands and unconditionally agrees that Lessee’s equity
in this Lease and/or the improvements and crops on the demised
premises shall not exceed the “Lessee’s Equity”, which is defined
as the fair market value of Lessee's improvements and crops on the
demised premises.

If Lessee shall sell or assign this Lease for a consideration
(whether in cash or in kind) in excess of Lessee’s Equity, the
excess shall belong to and be paid in cash immediately to Lessor.
Lessee and Lessee’s assignee shall be jointly and severally liable
for the payment of such excess consideration to Lessor.

Due to the above terms, financial institutions will not accept HHFDC’s
Waiahole leases as security for conventional mortgage loans.® Essentially,
the majority of the leases function as long-term use permits.’

C. Residential Lots Overview
1. Lot Characteristics

The 64 residential lots range in size from 7,500 square feet (s.f.) to 1.44
acres in size, with an average size of approximately one-half acre. The
lots tend to be rectangular in shape, have a relatively flat topography, and
are generally concentrated in the lower half of the valley.

2. Current Lease Rents
With one exceptionlo, current annual rent for the leased residential lots is
$600 plus $0.035/s.f. for any lot area over 7,500 s.f. The current average
monthly lease rent is $119.

3. Residential Use

Lessees must use the premises for the placement of a single-family
dwelling and must use such dwelling as lessee’s principal dwelling. See
Section 8 of the sample lease attached as Exhibit C for additional detail.

D. Agricultural Lots Overview
L. Lot Characteristics
The 39 agricultural lots range in size from 1.56 acres to 57.50 acres in

size, with an average size of 8.03 acres. The lots vary considerably in
shape, topography, and soil composition, among other characteristics.

& There are seven exceptions in which cases the leases were amended in the mid-2000s to provide for the financing
and construction of self-help homes. Upon signing of the amendments, the lessees paid cash to acquire financeable
leasehold interests, with the payments almost wholly financed by an HHFDC predecessor agency.

® As an example, a lot with no improvements cannot be sold for any consideration (i.e., the leasehold has no
monetary value). By contrast, under a traditional ground lease the same lot would have monetary value based in part
on the remaining lease term and rental rate.

10 The exception is a lease that was not signed until 2014, and therefore the current rent includes payment of back
rent from June 30, 1998 through the lease execution date.

For Discussion — June 9, 2022 Page 3 of 7




2. Current Lease Rents

Current annual base rent for the leased agricultural lots is $100 per acre,
with additional annual base rent of approximately $500 if there is a
residential use on the lot.!! Furthermore, on a calendar year basis, lessees
pay percentage rent equal to 0.9% of gross agricultural income derived
from the lot. See page 4 of the sample lease attached as Exhibit D for
additional detail.

The current average monthly base rent for the leased agricultural lots is
$110. Percentage rent collected in recent fiscal is summarized in Table 1.

Table 1: Recent Historical Percentage Rent Collections

Gross Total Average
Fiscal Payments  Agricultural Percentage  Percentage
Year Received Income Rent Rent Amount
2019 16§ 20,924 § 3013 % 183
2020 6 15,037 812 135
2021 8 71,431 5,143 643
2022 10 33,033 2,973 297
Average 10 $ 35,106 $ 2,985 §$ 299

3. Agricultural Use
Lessees must qualify as a farmer and:

a. Personally use and operate the property for diversified agricultural
purposes; and

b. Either:

1. Devote at least one-third of the lessee’s time and also
derive at least one-third of the lessee’s net annual cash
income as reported on the lessee’s federal and state tax
returns from direct participation in diversified agriculture
on the property; or

2. Use substantially all of the property for diversified
agricultural uses as a trade or business (and not as a hobby).
The property must remain in continuous cultivation except
for the normal fallow period as required by standard
agriculture practices.

Up to a 7,500 s.1f. portion of the lot may be used for residential purposes as
lessee’s principal dwelling and/or as farm employees’ quarters.

See Section 8 of the sample lease attached as Exhibit D for additional
detail.

'With few exceptions, the agricultural lots have residential uses.
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E. Commercial Lots Overview
1. Lot Characteristics

The two commercial lots are located at the southwest intersection of
Waiahole Valley Road and Kamehameha Highway. The Waiahole Poi
Factory lot is 18,686 s.f. in size, and the leased but unoccupied former
farm stand lot is 12,280 s.f. in size. Both parcels are significantly under-
parked for commercial use.

2. Current Lease Rents

While encumbered by the same form of lease that encumbers the
agricultural lots, the current base rent for the Waiahole Poi Factory lot 1s at
a higher rate of $160 per month based on mutual agreement prior to lease
signing in 1998. The lessee’s annual percentage rent payments over the
three most recent fiscal years have averaged $8,052.

The former farm stand lot is also encumbered by the standard form
agricultural lease, and the current base rent is $2.35 per month (i.e., $100
per acre annually, as is the case for the agricultural lots). No percentage
rent has been received for many years.

F. Lease Rent Renegotiation Terms

Each lease provides that the base rent and agricultural lot percentage rent for the
15-year period commencing on June 30, 2023 and ending on June 29, 2038 (the
Reopening Period) are to be renegotiated between lessor and lessee. There is a
second and final, 15-year reopening period commencing on June 30, 2038 and
ending on June 29, 2053.

The leases provide that HHFDC and lessee shall begin renegotiations regarding
the new annual lease rent on June 29, 2022.

1. For the residential lot leases, if the parties are unable to agree upon a new
lease rent by April 1, 2023, then the rent payable during the Reopening
Period shall be determined in accordance with HRS Section 519-2, which
is attached as Exhibit E and has arbitration as the ultimate dispute
resolution mechanism. The related rules promulgated in 2005, Hawaii
Administrative Rules Chapter 17-105, are attached as Exhibit F.

See page 4 of the sample lease attached as Exhibit C for additional detail.

2. For the agricultural lot leases, if the parties are unable to agree upon a new
lease rent by April 1, 2023, then the parties shall submit the issue of the
fair rental value of the demised premises to mediation in accordance with
applicable rules of mediation of the American Arbitration Association
(AAA). If the parties are not able to determine the issue of the fair rental
value of the demised premises by mediation, then either lessor or lessee
may give to the other written notice of a desire to have the issue of the fair
rental value of the demised premises settled by arbitration in accordance
with the applicable rules of the AAA.

See page 4 of the sample lease attached as Exhibit D for additional detail.
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G. Strategic Plan

In 2017, HHFDC embarked on a strategic planning process for Waiahole Valley
that is intended to address longstanding issues such as historical net operating
losses, substandard housing conditions, low agricultural lot utilization, long-term
lot vacancies, water system deficiencies, and the upcoming lease rent
renegotiations.

1.

A proposed Waiahole Valley Community Strategic Plan prepared by
HHFDC’s consultant SMS Research & Marketing Services, Inc. (SMS)
was presented to the Board for approval at its March 14, 2019 regular
meeting. Approval of the plan was deferred to enable staff to further
engage the Waiahole Valley community and reach consensus on a plan.

An alternative strategic plan was prepared under the auspices of the
Waiahole-Waikane Community Association (the WWCA)!? and presented
to the Board at its June 13, 2019 regular meeting.

a. The WWCA plan was largely a critique of the SMS/HHFDC plan.

b. At its meeting, the Board formed the Waiahole Community
Strategic Plan Subcommittee.?

In November 2019, HHFDC contracted with Townscape, Inc. to perform
additional strategic planning work. The Covid-19 pandemic made this
work particularly challenging due to the restrictions on gathering, and the
contract has ended.

H. Community Engagement

1.

On October 5, 2020, staff attended a virtual community meeting hosted by
the WWCA and made a presentation regarding lease rent renegotiations,
among other topics.

a. In March 2021, the WWCA sent a letter to Townscape, Inc.
indicating that it was being advised by the Honolulu law firm of
Deeley King Pang & Van Etten regarding the lease rent
renegotiation process. See Exhibit G.

On April 29, 2021, HHFDC held a virtual community meeting regarding
lease rent renegotiations. The purpose was to present to the lessees a
general overview of the process and HHFDC’s best estimate on a timeline.

Known attendance for the meeting was 34 persons in addition to eight
HHFDC staff members.

L On December 29, 2021, the Department of the Attorney General entered into an
Agreement for Special Deputy Attorney General Services (the SDAG Contract)

12 Incorporated in 2006, the WWCA is a Hawaii nonprofit corporation whose stated purpose is “care and
representation of tennants (sic), farmers & landowners on this association and its areas; our Waiahole, Waikane
community”. The current organization descends from a community organization formed in the 1970s. Forty-five
(45) lessees were members of the WWCA in 2015, the date for which HHFDC has the most recent information.
Staff believes that a similar number of lessees are members today.

13 Due to changes in the Board’s composition, the subcommittee was disbanded and reconstituted with new
members at the Board’s June 10, 2021 regular meeting. The subcommittee was dissolved at the Board’s January 13,
2022 regular meeting.
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with the Honolulu law firm of Bays Lung Rose & Voss (BLRV) to provide legal
services related to the Waiahole lease rent renegotiations.

J. The Board held preliminary discussions on the subject matter at its regular
meetings on February 10, 2022 and May 12, 2022.

II. DISCUSSION
A. See Exhibit H for confidential information presented in executive session.

B. A summary of upcoming events relating to the lease rent renegotiations is
presented in Table 2. Note that some dates are approximate.

Table 2: Near-Term Events

Event Date

Board Approval of Policy and Strategy June 23, 2022
Community Meeting Week of June 26, 2022
Initial Lease Rent Period Ends June 29, 2022

Written Lease Rent Offers Delivered to Lessees Week of July 3, 2022

Attachments: Exhibit A — Project Location Map
Exhibit B — Subdivision Map
Exhibit C — Sample Residential Lot Lease
Exhibit D — Sample Agricultural Lot Lease
Exhibit E — Hawaii Revised Statutes Section 519-2
Exhibit F — Hawaii Administrative Rules Chapter 17-105
Exhibit G — WWCA Letter to Townscape, Inc. dated March 11, 2021
Exhibit H — Confidential Information

Prepared by: Chris Woodard, Chief Planner

For Discussion — June 9, 2022 Page 7 of 7









I : i _' - I' .
| herchy ceriify shat This is BURELU g oRDE‘-D N
a wruz cepy Trom she records R o
of ire 3ureau of Jonveyancas. 3 JUN 12 1998 -, Qs oz M‘l |
J’iz“"‘""’“/ A Doc NOK.s} 93 084"?1? - ;
Regl’.—fi/r;r ot Convevanues R ' .. =
Aceiztant Rogistrar, wana Coud i - LT _“'.;“,Amgg.
Staie of ilawasi - - ,Jle AR cT'i'.-NG R us
5 . c
FEGISTRAR OF COWEYM‘
: s 50
/ CONVEYANCE TAX: $11.
LAND COURT SYSTEM ) =~ REGULAR SYSTEM
“Return by Mail ( ) Prekup { ) To:
Hausing Finznce and Development Corporstion
677 Queen Street - 3rd Floor
Honolulu, Hawaii 96813
Attention; Roy S. Oshiro, Exe
B (B[
Lot e 3
PROPERTY DESCRIPTION L. I ' [(Q;{{A{ ged T NO.
|
“NO.
CERTIFICATE OF

1 ' o .. _;:‘.'.

11k NO:

Land Court { Reguiaf (X3 Doublie ¢ )

STATE OF HAWAI
DEPARTMENT OF BUDGET AND FINANCE
HOUSING FINANCE AND DEVELOPMENT CORPORATION
WAIAHOLE VALLEY AGRICULTURAL PARK
AND RESIDENTIAL LOTS SURDIVISION AND HOMESTEAD ROAD LAND

RESIDENTIAL LOT GROUND LEASE
THIS INDENTURE made this Sﬁ day of _sb\NJ kf\t\? . by and betwven

HOUSING FINANCE AND DEVELOPMENT CORPORATION

a public body and a body corporaie and politic of the State of Hawail
677 Queen Street - 3rd Floor
Honolulu, Hawaii 96813

hereinafier calted "Lessf:r", and

RESLEASE.DOC
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Kathleen Kununiv Keleptoo Lebeo, wife of William Huenry Lelen

Tracy Luc Koheslant Hoapili, wife of Scan Lewloha [Toapili

inola Geve Kabiwalzni Lelen, unmarricd

zll of whose tesidence and post office sddvess §s 48-253 A Waiahole Valley Rosd.
Kaneohe, Huwaih 26744

ag (cheek applicable box)
) 1cnants by the entirety £ fenanis I common
{ X1 s joint tenants with full tights of survivorstup () s tenanl m scveralty

herzimezlter called "lessee”.

-
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WITNESSETH:

That Lessor, o consideratiim of $he rest neesinaticr reserved and the covenants hersin
vonlained and o the pan ol Lesres w be observed snd performed. does hersby demise und lense unto Lessce
aud Lessee doss hereby sccemt and rent: All that cerlain land Jescribed in Exhibi “A" attzched kercio and
meorporated herzin by referenee and made 4 part of this Lesse, "AS I5" and withoutl any express or implied
warranties of habitabidity or fitness for ény particaier purpose and subject 1o all risks incidental 1o its use.

SUBJECT to alt casemenls showdt an the map 1if any) herelo stached or ahove tofermed to,
and reserving unio Lessor within said casements rights-al-way and the rght 10 gran( to any publie utility or
govermmentsl auhority such eights-of-way aver, seross and under said azsements for lines and otfier
transmission facilitics and appurcnances {or elecricity, gas, telephone, waler, sewer, drainege and similar pubfic
services snd utiltties, and the cght wo coter for such purposes and W fepair such (ecilities znd {o (8w sov irees
in e way of such lines.

SUBJECT FURTHER tv the followmg B3 the Declaration of Restriclive Covenants {or
Waishole Valicy Agricultural Park and Residential Lots And Homestead Read Lands. dated September E3. 1993
and recerded i the Bureau of Conveyonces ot the Sume of Hawaii as Document No. 95-1245808 and/or in the
Oifice uf (he Registrar of the Land Count ol the Smte of Hawabi a» Docurmnent No. 2262857 and noled on
Certificate of Title Mos. 3R0.2(4, 380,205 snd 195 848, mcomporated by reference: 2) the Fuest Supplemeniat
Deelarmtdon of Restrictive Covenants of Wainholz Yalley Agricubmrai Park and Residential Lots Subdivision und
Hunnestezd Road Lands, dated Januery 22, 1996, and recorded ih the Burean of Conveyances of Anc State of
Liowaii g2 Documiemt No. 96-012417 and filed tn the Office of the Assivient Registrur of the Land Court of the
Sate of flawail as Document No. 2287002, incorporsled by tefeeence und made part of this Luase, collecinels
referred w gs the "Master DUC&Rs”; and ) the Memorwndum of Declaration of Covenams, Cenditions and
Restriztions of Waishole Yalley Agricultural Park and Residential Lats Subdivigion and Homestead Road Lands,
which will be recorded with the leage, atlachsd hercie as Exhibit "B and incorporaied by reterence snd made
part of dus Lease,

RESERVING UNTO THE LESSOR, ITS SUCCESSORS AND ASSIGNS, THE FOLLOWING:

(£} At mrinerals ay herematier dofined, wm, on or under the demised premises and the righi, on
its oavn Dehatf or through persens muthorized br iU o progpect for, mine and remove such mingrals and to
occupy and use so much of the surface of the ground as may be soquired for all purposes ressenably extending
(D the mening and removal of sneh minerals by aby means whatsoever. including $irip mining. "Minorais” as
used herein, shull mean any or 2l ail, gas ¢oal, phosphatc. sodiuni, suiphur, iron, Hsmam, gold, sitver, bauxite,
bauxitic clay. diaspore, hoenmite, laterile, gibbstie, ujumina, all ores of aluminuni and, wathout Jmutation
thereon, all other mineral substanecs and ore deposits, whelher solid, gaseous or Jigad, mcluding sll gaothermal
resulrees in, vl or under the fund. fest or submerged: provided, that “minerals” shall not include ssnd, gravel,
rock or other material suitable for use and when used in genera] construction in furiherance of the Lassec's
permitted activitics on the dumised pramises and not for sale to others. Provided, however, that as & condition
precedent b the exercise by the Lessor of the rights reserved in this paregraph just compensation shell be paid
. to the Luswes lor any of Lessee's improvements (bken during the term of this Leass; {2) All urcheeolopica! and
histaric sites snd remains fourd on the demised premases shall belong 10 Lessor under (he taws of the State of
Hawaii, Lessee shall preserve and protect and shall not disiurb uny archacelopisal and histens sites and remains
on the demiscd premises. and (33 Pussuant 1o Section [71-3G(z) (8, Havnd] Reviced %latmcs minersl and
mewalliv rights end surface and ground waler shall be reserved 1o the State, .

TO HAVE AND TO HOLD he depused promiscs together with the rights, casements,
privileges and sppurtenances thereunde betonging end appertnining, nmo the Lewsee {or a term:
Comnencing on June 30, 1958
Ending on: June 29, 2053

uniess suoner terminsted as herenailur provided, the Lussor reserving cerain rights and riercsis ond the Lessee
yiulding and paving to the Lessor at the prmeipal office of Lessor, an annual fease rent in the smount computed

and payable on the dates specified helow, withou! notice or demand by the Lessor.

Amended Wahole Residential Lot Leave

EXHIBIT C
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Schedule of Rents

A B (o) D ok F
Additional Lesse Kept
Leaye Rent Each Year for Each Monthiy
Lease Lease Each Year for ap to Sguare Foot Over Annual Lease Rent
Periad Years 7,300 Squere Feet 7,500 Square Feet Lense (E/10)
Rent
L - : g. §679,17 5
p) 625 TE00.00 L JURES $719.17 $64,93
3 26-40 5 ; T x '
4 4135 * . 4 ry

* means © ke determined in the menner described below

The annual lease rent shalf be pzid in equal monthly ipsualiments in advance on or before the
[irst workmy day of szch month,

One year prior ta Lhe expiration of Lease Periods 2 and 3, respectively, Lesser and Lessee shall
begin renegotiaticn of the new annual leass rent and new 2dditional lease rent to be paid far Lease
Periods 3 and 4, respectively. If ninety days prior to the expimtion of Lease Perjods 2 ang 3,
respective]y, Lessor and Lessee are ugable to agree upon a mew annval lease rent and fiew additional
iease rent, if spplicable, then the annual lease fent payable duting Lease Peried 3 or Lease Period 4, as
the case may be, shall be detecmined in accordance with HRS Section 519-2.

Whenever the fixing of rent is under arbitrztion, Lessee, peading the determinztion thereof,
shal} continie 1o pay the same rent which Lessee had bzan paying during the last preceding Lease
Periad and shall promptly pay the deficiency, if any, plos gimple annual interest az the legal rate ppon
the cenclusion af the arbimation praceedings.

I the |ease rent payable for any period or time is less than a full calendar year or ether perind
of rime. as the case may be, the lease rent for such period of time shall be provated.

AND LESSCR hereby covenants with 1.essee that upon paymens of the rent as aforesaid and
upon observance and performance of the covenants by Lessee hereinafer contained, Lessee shall peaceably hold
and enjoy sajd premises for the term hereby demised without hindrance or interruption by Lessor or any other
person or persens lawfully claiming by, through or under it except s herein expressiy provided.

AND LESSEE hereby covensnts with Lessor as follows:

L PAYMENT OF RENT. Lessee will pay ar cause t0 be paid said rent in lawful
money of thc Usited States af America at the times and in the manner zforesaid, without any deduction and
without any notice or demand, at the office of Lessar or Lessor's duly designated apent.

i TAXES AND ASSESSMENTS. Lessee shall pay or cause to be paid ar least ten days
before the same hecome delinquent all real property taxes and assessments of every descriprion to which said
premises OF any pad thereof or any improvements therean, or the Lassor or Lrssee 1n respect thereof, are now or
miy be assessed or become hiable, whether assessed to or payable by Lessor or Lesser. cxcept that such taxes
shall be prorared berween Lesser and Lessee as of the dates of commencement and expiration respectively of said
termy; provided. however, that with respect to any assessmem made under any benerment or improvement law
which may be payable in instaliments, Lessee shail be required to p¥ only such instaliments together with
mterest as shail become due and payabie during said term.
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3, PAYMENT OF RATES AND OTHER CHARGES. Lessee will pay befoy: the
same become delinguent all cherges, duties, rates and other outgeings of cvery descriprion to which szid premises
or any part thereaf or any IMprovement thereon, or Lessor or Lesset in respect thereof, may during said verm be
assessed or become fiable for elzcmicity, gas, refuse coliection, telephone, sewage disposal, water or any ether
utilities or services, whether made by governmental authority of public or community service company and

whelher assessed to or payable by Lessor or Lessee.

4. IMPROVEMENTS REQUIRED BY LAW, Lessee will a1 Legsee's own expepse
during the whole of said wrm make, build, maintain and repair all fences, sewers, drains, roads, cutbs. sidewaiks
and cther areas which may be required by jaw to be made, buill, maintamed and reprired upon or adjoining ar In
connection with or for the use of the demised premises or any part thereol

5. OBSERYVANCE OF LAWS. Lessee will ar aff times duripg zaid term keep said
premises in a smictly clesn and sanitary condition and ehserve and perfomm ell laws, ordinanzes, rules and
regulations now or hereafier made iy any governmental authority for the time being applicable to said premises
or any impravement thereon or use thereof, and affecting said premises, and will indemnify Lessor agains all
gctions, suits, demages and claims by whomseever brought or made by reasan of the nonobservance ar
nonperformance of said laws, ordinances, rules and regulatians or of this covenant.

b. REFPAIRS TO IMPROVEMENTS. Lessee will, at Lessee’s own expense, keep,
repair and maintain &1 bufldings and improyements now exisring or hercafer canstructed or instalied on the
demised premises in good order, condition and repair, ressenable wear snd tear sxcepted.

7. INSPECTION, Lessee will permit Lessor enud Lessor’s ageots at all rzazonabls times
during said term to enter the demisad premises and examine the sate of repair and conditian thereof, and will
repait and make gaod ali deferls required by the provisions er this Lease to ke repaired by Lessee, within 90
days afier the giving ef netice by Lessor or Lessor’s agents.

Lessor, the County, or any agents or representatives thereof ghail have the right to encer and
cross any portion af the demised land for the pirpose of performing any public or official duties; provided,
kowever. in the exercise of such rights, Lessar or the County shall not interfere unreasonably with Lesses’s use
and enjoyment af the demised premises, and shall not cause injury or damage to the Lesses’s interest.

8. RESIDENTIAL USE. Lesser wiil use and atiow Lhe use of said premises primarily
for residensial purpnses and will not at any time during said term, ereet, place, maintain or allow on said
premises mare than one single family dwelling (exclusive of putbuildings) nor allow the use of any building or
steuctare on said premisss ss 2 tenement house, rooming heuse or aparament house.  Lessee must use such single-
famelv dwelling only as Lessee's principal dwelling. For purposes of detenmining whether Lessee is in
Lomplianee with this sequirement, Lessee can only have one principal dwelling.

Lessee may engege in diversi{ied agricultural activities on the demised premises to the extent
permiged by State of Hawaii or City and County of Honelulu laws, ordinances and reguiations.

Eessee agrees that Lessee will be in delault of this Lease and this Lease shall be terminated in
accordance with the terms hereof if Lessee does not strictly comply with the foregoing use provisions,

The raising of eny animals in connection with a feediot operation is absolutely prehibited. The
raising of animals shall be permited or allowed subject ta the following:

(1) Lessee shali obhserve all applicable Federal, Swic of Hawaii or City and
Counry of Honelulu laws, ordinances, codes or regulations;

() ‘Lassee shal} be fully responsible for such animals; and
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() Such anmaals shall nat present » threat or fhreaten the divemified agriculiurzl
activities that are being conduesed in the lands covr'm:d by znd described in
the Declamation enached h=reto a5 Exhibit "B" and incorporaied by reference.

If there 35 2ny conflict berween the tenus of the Declarmion and this Lease, the terms of the
Declaration shall control.

5, BOND. Lessee will before commencing consruction of any improvement on the
derised premises deposit with Lessor m bond er certificate therecf naming Lessor a8 an ebligee. in 8 penal sum
not less than 100% of the cost of such construcfion and with & respoasible corporate surery (or with Lessor's
writtsn approval, a fesponsible material house) authorized to do business in Bawaii, guaranseeing the completion
of such copstruction free and clear of all mechanics’ and materialmen's Exns. In the cass of zn owner-builder,
Lessee may request Lesser’s cansent to watve all or a part of the bond required hereby provided that Lesses shali
fumish te Lessor sdrquate assurance that Lestee can complete the improvements Hen free,

10.  SETBACK LINES. Lesses will observe eny setback lines affecting the demised
premises, and will not 2rect, place or mzintsin any building or structure whatsoever except epproved fences or
walis berween any street boundary of the demised premises and the set back line along such boundary.

11, INSURANCE. Lessee will at Lessee’s awn axpense ar al] times during said teym keep
all bujidings new or hereafter erected on the demised land insured agairst logs or damage by fire with axtended
caverage in a responsible insurance campany zulharized to do business io Hawati, in Ao amount as nzar as
practicable to the replacement cost thereof, in the joint names of Lessar, Lessee apd mortgagze (if any} as their
interests may appear, payable in cese of loss to the mongagee (if any) or in the absence of any mengage 10
Lessor and Lessee as their mterests may appear, and will pay ell premiums thereon when due and from time to
1ime on request therefor deposit with Leszor a true copy or certificate of such current insurance policy, and any
maney derived therefrom in case of Joxs shall be held in oust in Hawaii and be immediately available to and
used s soon as reasonably possible by Lesses for rebuilding, repairing or otherwise reinstating the same
bhildings in a good and substantial manner according to the pisn and elevation of the buildings so destrayed or
damaged ar such modified plan as shall be previcusly approved in writing by Lessor; provided, however, that in
case the main dwelting on satd premises shall bz desoroyed by any casualty during the last ten years of the lenn
ftereof, Lesses may at Nis option cancel this Lease by giving wrinen notice thereof to Lessor within 30 days afler
such casaalry on condilion that befare such canceliation becomes effective Lessee shall remaove all remains of the
damaped buildings and pay w0 Lessor all rent then accrued hereunder and taxes for the full current year and in
case said dwelling shalf be desoroyed by any cesualty 23 any rime during s2ig term, if such restoration thereof
shail be preverued by law, Lesses may ai his aption cancel this Lease by piving wrikien notice thereof to Lessor
at any time thereafier on condition thar Lessee shall before such canceliatian becomes effective remove all
remains of the damaged buildings and pay to Lessor all 7ent thert accrued hereunder and taxes for the fuil current
year, and upon either such cenceliation afl insarance proceedt shall be payable 1o and be the property of Lessee
and mortgagee (if any) as their interests may appeer; provided, further, thar during such period as the Deparment
of Housing and Urban Development or Yeterans Admimstration shall ewn this Lesse aif provisions of this Lease
requiring insurance and restaration of buildings which are substantially desmroyed shail be inoperative, but such
adminiswration shall promptiy remove all remains of any damaged buildings not restored in sccordance with said
provisicns.

Additionally, Lessee will, at Lessee’s own expense at all times during the term of Lhis Lense,
obtain reasonable fabiliry insurence from any insurance company or companies which is/asc licensed and
authorized Yo cngage in the business of insurance in Hawaii neming Lessee as the named insured and Lessor as
an additionat insured and insuring both against and from any and all claims, demands or suits for property
damage, personal injury or death arising out af, relating o or proximately caused by the use, maintenance,
eperation and control by Lessee of the demised premises. A current policy or cenificate of such insurance shall
be submitted to Lessor. By endorszment or otherwise, the insurance policy must provide that the imsurence
company cannot cancet or amend the insurance policy without giving Lessor a1 least 30 days prior wryirten notice.

b
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12. COST OF LITIGATION. It casc (he Lessor shall, without any fault en Lessor’s
pert, be made a party 1o any litigation commenced by or against the Lesste (other than condemnation
proceedings), the Lessee shall and will pay ail costs and expenses incurred and imposed on the L:sscr-ihat are
swarded 10 Lessor by Lhe count. Furthermore, (he Lesses shall and will pay all ensts and oxpenses which may be
incurred by or paid by the Lessar in eaforcing the covenams and agrezments of this Lease, in recovering
passtssion of the demised premises or in he coflection of delinquent reatel, waxes and sny and zii ether charges
unless Lessee is the prevailing party in 2oy such litigatinn, proceeding or cantroversy.

13. INDEMNITY. Lessee will indemnify end hold Lessar harmless against all cjaims and
demands for loss or damage, including property damage, persona! injury and wrengful deach, zrising out of or in
cennection with the vse or occupancy of spid premises by Lesses or eny other person claiming by, through or
tnder Lessee, or any acrident of fire on seid premises, or any nnisance made or suffered therean, of any failure
by Lessee to keep said premises in & safe condition, and wil reimburse Lessor for all of Lessor’s costs and
expenses including rezscnable attomeys® feex incured in connoction with the defense of 2ny such clamms, and
wili hold &! goods, marterials, fumniture fixtures, equipment, machinery and other property whatscever on said
premjses at the sole dsk of Lessee and hold Lessor harmiess for zny Joss or damage thereto by any cause
whatsocver. Provided, hawever, that this indemnity provisicn sbal! not apply to or cover the aeghgence of the
Lessor or Lessor's 5UCCes30ms.

14, CONSTRUCTION OF IMPROVEMENTS. Leaser shall not at any time construs?,
place, loczie, maineain and inszall on seid premises any rew hiouse, building, stucture or improvement without
the pricr review of Lessor and upon such site Jocation conditions 85 Lesser may impose. Provided, however, that
upon application to Lessor and subject w0 Lessor's approval, Lesses may canstruct a pemanent foundaiion upon
which & housz, building or other swuctare is 1o be placed ar consmructed vpon the express condition that the
foundation shall be demolished and removed jo the avent that a new Jessee does nof soccept such permanent
foundation, It is understead bry the parties that in the event of Lessse's default or the seix or transfer of ihe
demised premises, Lessee shall be sclely liabie for removal of any and all improvemenis constructed vn the
premises,

5, WASTE AND UNLAWFUL USE. Lestec will not make or suffer any strip or waste
or untaw i, improger ot effensive use of the demised premises or wse the demised premises for or in connectiop
with the cultivation, manufacrure, sele, storage or keeping for sale oc berrer of any plants or plant products,
which the cultivation of which is prohibited by any Coury, State, or Federal laws, narcotics or alcoholic
beverages or liguoss,

16, LI1ENS. Lesses will indemnify and hold Lessor harmless against 2} liens, charges and
encumbrances and a1} expenses in connection therewith including srtomeys' fees, with Tespect to said premises or
any improvements thereon, initiated and built by the Lessee, which may resuit from any act or neglect ef Lessee.

17, SURKENDER. At the end of said 1emm or ather sooner termination of this Lease,
Lessce will peaceably deliver up 1o Lessor pessession of the demised land and shall, within 50 days after such
termination, remove afl improvements from the demised premises which Lessee has installed, erected,
consiructed, or otherwise placed on the demised premises or which were instailed, erected. constructed or
otherwise placed on the demised premises by a prier occupant of the demised premises.

18, EXTENSION. Afier 50 years from the date the first {ease is issued by Lessor to a
tessee in the Project of which the demised premises is & pan, the lease term may be extended for a term of 20
years {or such oftier period of time that the paries shall then agree upon) subiect w0 the fol lowing conditions:

(1) 51% of ali of the then lessees of 1m4 in the Project affirmative Iy vote 10
extend the {eascs therein. Only one vete may be cast with respect to any lof in the Project

{23 The extended lease term shall be uniform for all imases in the Projecs. All of
the terms and conditions of this Lease shall remain in full force and effect, excepl that {i) there shail be fo
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further extension of 1he lease term and ij) the lease rente and Jease rent periods during the exxended term shatt
be based upan the fair rental value of (he demised premiszs. 1f ap ngreement as 10 the fmr repuﬂ vzlue of LhE‘
demised premises is not reached, then the fair renial vealue shall be determined by arbitration in accordance with
the reizs of the American Arbimation Association-

3} The Jessees shall be resgonsible for lessees’ costs and expenses incurred by
the ieszees, Lessee shall be responsible [or Legses’s promta share of such costs and expenses,

L)) Sithiect o the completion of such negodiations, the lease term of this Lease
will ba extended provided that Lessee shall nat then be 1o default it any respect hereunder,

15, CONDEMNATION. in case ot any time ar times during the term hereof the demised
premises or any pant therzol shall br ken er condemned by any authority having the power of eminent demain,
then and in avery such case the esrare and interest of Lessee in the demiszd lend so waken or condemned shall ac
orice cease and detenming upan acquisition by such aothority of title thereto or right to possession thereof, and
Lessee shall not by reason of such taking ar condemnation be entitied to any claim againsi Lessar ar others for
compensation ar indemnity for ieasehold interest, and all compensstion and damages for or on 2ccount of any
lang shait be payable to end be the sole property of Lesser, end all compensation and damages for or on account
of (5) the value of growing crops, if any, which Lessee is nat permitted w harvest end () the value of Lesser’s
improvements shafl be payable to end be the sole property df Lessee; provided, however, that in ¢aze only pan
of the demised premises shall be so taken ar candentned, including for seet widening, the rent thereafter
payable for the remainder of said term shal) be reduced pro rata in the proportion that the area k0 taken bears 10
thr arza hereby demised, and if the remaining premises shafl thereby become 1nsuitable for the agricultuwal uses
for which the land was demised, Lessee ghall have the option to surrenxier this Lease within 60 days thzreafier
and be relieved of further performance hersunder, Lessee may remove eny of the improvements construected,
erected, installed or placed on the land so taliep by the autharity having the power of eminent domaik, Provided,
further, that whenever reguired so to do Lessee shall peaceably daliver up 1o Lessor possession of such portiott of
portions of the demised preniises a5 may hereafier be required, taken or condemned for any sueet wideniog,

20. ASSIGNMENT.

A, Assignment. Lessce may assign this Lease and the assipnee shall have the same rights
and oblipations hercunder, including those set forth above in paragrapd 8, as the priginal Lessee subject to the
foliowing conditions; .

13 Notice and Certificstions, Lessee shall notify Lessor of any proposed -
asstgnment of this Lease. Lessee and the proposed assigaee shall (i) provide Lessor with fuli information abont
the preposed assignment 204 (1) sign and deliver 1o Lessor alk documents which Lessor shall require 1o pssure
full compliance with this Lease and the Declaratien, inciuding & centification that the groposed assignee will
tomply with the provisions set Torth above in paragraph &.

: ) Lessee’s Limited Equity. Lessee undersiands and unconditionally agrees thal
Lessex's cquiry in this Lease and/or the improvements and crops on the demised premises shali not exceed the
“Lessee’s Equity”, which 1s defined as the fzir market valee of Lessce's improvements and crops on the demised
premises.

If Lessec shali sell or assign this Lease for a consideration (whether in cash or in kind)
in excess of Lessee's Equity, the excess shall belong to and be paid in cash immediately to Lessor, Lessee and
Lessee's assignee shall be jointly end severally liabie for the paymeni of such exeess consideration (o Lessor,

{3 Successars in knterest. Every successor or assignee must meet the eligibility

requirements o be a iessee under this Lease and shail pay and perform ali of the obhgations under this Lease,
including those set forth above in paragraph 8,
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{d) Sale and Assignmeat; Lessor's Fivst Option. I Lessee wishes 1o sell,
assign or otherwise transfer title to the demised premises or this Lease lor any reason and for a consideration,
Lessor shall have the flrst option to purchese the same free and clear of Al encumbrances. which Lessee, has
permitted to attach to the Lease, and outstanding morgages, for a price which shipll pot cxceed the Lesser's
Fouety. In all events. J.essee shall not be entitled 10 4ny compensation whutsnever for the leaschold value of the
demised premises or this Lease.

I Lessor excreises this Lirst option, the demixcd premiscs shall be free and ¢lesr of all
morigage liens and encwmbrances pleced on the demisctt premises or this Lease by Lessee, including Tesseces
predecessors o interest,

) Permittel Tranafers, The following transfers shall be permitted providad
{hat there iy no eonsideralion For the transfer, the 1ransferce uses the demised premises as the transferse s
principal residonce and the Lessec notifies Lessor and obteins Lessor's written eonsenl prior to such making
any such transfer:

) A trunsfer by devise, doseent, or uperatien of faw on the deuth of a
joint fepani or tenawt by the catwery.

{ts) A transfer Lo the spouss of chiidren of the Lessee;

(&) A transfer whereby Lessees are memicd snd one Lessce canveys
his/her lensebold right, title und interest to the uther as a resukt of & deeree of dissniution of marrisge. lepal
sepuralion aprvcment, or from a propenty seitieipent sgreement; ur

(e} A trunsfer (o w intervives trest in which Lessee is and ramains the
primery beneficiery und continngs to use lhe demiscd premisces and which doer not refate 1o a transfor of nights
of ecoupancy in the demissd premises.

In #bf events, Lessee, including Lussee's sucuessors or ussigns, cannet rest or sublet the whale
or any porilen of tie demised premises under any citcumstances.

) If the Jemised premises deseribed in Exhubit *A" attached herete znd incorporsted by reference
is comprised of mory than one subdivided 1oy, alt of the subdivided Tots shall be cunsidered one (13 1ot for
pirposes of Uiis Lesse, the Muster DCCLRs, and the Memorandum of Declaration of Covenants, Conditions and
Restristions A subdivided lot that is s portion of the demived premuses shall not he scparatety or indrviduaekhy
transferable and shall not be sold, runsferted o1 conveywd io any menner, whether by subleasc, concession,
lieonse or otherwise, scparme from sif of the subdivided lots comprising (he demized premiscs x0 as 1o separate
the benefils and burdens of such subdivided tot in any way under this Leaste, the Master DCC&RSs, and the
Memorandum of Teclaration of Covenants, Conditians and Restngtions. Aoy attempled sale, wansfcr or
conveyance of 2 subdivided lot comprising a portion of 2 demised premses shall be deemed to constitute a
conveymice of all of the emtire demised premises.

B. Morigage. Txeept zs provided herein, Lessez shall not mongage, hypothceate or
pledge aH or gny portion of the demised premises or this Leasc withon! first notifying Lessor and obluining
Lessof's wrilten consend. Any such montgape, hypotheeation or pledge without such written approval shalk b
nulf and void.

Upon due wotics 1o and witl the wnitten camsent of Loessor, essee muy mortgupe this Lease or
any infcrest therein or creste a segunity mlerest i the demincd premiscs under the fndiowing conditions:

{1y Maurtgage Loon Amount. The appregate amount of all morigages that

Lessee can place oil this Lease shall not exceed 80% of Losses's Equity or such Tesser amount which s pradent
mstitutional morigage lender will fend to Lesses,

Amnended Residentiod Lepse
5=
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(2} Purposes. The purpose of the mortgage shall be limited 10;

(&) New consmucticn or repair, replacement or improvement of Lessee’s
principa] residence on the demised premises;

)] Diversificd agricultural activities on the demised premizes.

Q) Mortgage Lender. The¢ morgage lcan is made by a recognized mortgage
lending instirution.

If the mongape or security interest is held by 8 recognized finsnciz! iending nstintion, as
morngagee, such consent rmay extend to initiming fareclosure on the improvements and leasehold thereby secured.
Such mongagee or secured pary may remove the existing iniprovement secured by the morigage or security
agreement or sell the improvement 1 another person subject o &ll of the 1erms of this Lease, including the use
restrictions set forth abovt in paragraph 8. The interest of the mortgapee or secured parry shalt be freely
assipnable provided that the morngages, secared party or any other creditor shall not for any reason s¢li, mansfer
or assign this Lease for any greater consideration than the Lessee’s Equity. The terms "mortgagee™ or "secured
party” shall include any institutional or governmenzal mortgage insurer or guarantor of the mortgage or Security
agreement, including the Department of Housing and Urban Devalopment, United States or Suate of Hawaii
Department of Agriculture, ¥eterans Administration, Farmers Home Admipistration, Small Business
Adminisrration or oiher Federal or State of Hawsii governmental agency or department and iheir respective
siccessars and assigns, or any recognizzd financial lending institution authorized to do business in the State of
Hawaii ot elsewhere in the United States. The comsent 1o 2 mongage or security agreement heid by a non-
govermmental secured pauty shall not confer any greater rights or powers it such secured party then those which
any of the afarementioned governmenal agencies or deparznents would have.

21, DEFEASANCE. This demise is upon this condition, that if Lessee shall fail to pay
said rert or any part thereof within 40 days afier the same becomes due, whether the same shall or shall not have
been tegatly demanded, or shal! fail to observe or perform faithfully any of the other covenants or agreemenis
herein contained zud on the part of Lessee to be observad and performed and such defanh shali comtinue for 60
days afier wrimen noiice thereof given to Lersee or mailed to Lessaee™s 1ast known address, or if Lessee thex
owning this lease shall become banknipr and fail to perform any of the covenants of Lessee herexnder or shaill
sbandon said premises, Lessor say at once re-enter said premises or any part thereof in the name of the whole,
aud upon or withont such sntry, at Lessor’s option terminate this Leass, without service of notice or jegal
process and without prejudice to any other remedy or dghr of action for amrears of rent or for any preceding or
other breach of contract, and in case of such termination all buttdings and pmprovements on the demised lend
shall become and remain the property of Lessar, 1f this Lease is rzcorded in the Bureau of Conveyances or filed
in e Oflice of the Assistant Regismar of the Land Coun of Lhe State of Hawaii, such terminanen may but need
not neressarily be made effective by recording or filing in such place an affidavit thertof by Lessor ar a
judgment thereof by a court of competent jurisdiction.

12, PROTECTION OF MORTGAGEE. During the existence of any morngage of this
Lecase, Lessar will not nminate this Lease because of any default by Lessee hereunder ar other cause whalsoever
If. within 2 period of 60 days afier Lessor has mailed written notice of imention lo trminate this lease for such
caust to the morigagee at jts last known address and also, if such morigage is insuted by the Department of
Housing and Urban Development or Department of Agriculture - Farmers Home Administration or puaranieed by
the Yewrans Administration, to such Deparoment or Adminisration, (he mortgager or such Depanment or
Administration shall either cure such default or ather cause ot, if the swme cannt be cured by the payment of
money, shall undenake in writing to perform zll the covenanis of this Leasge capable of performance by it untit
sach time as this Lease shalt be sold upon foreclosure pursuznt to such mortgage, and in case of such
undertaking Lessor will not terminate this Lease within such further time as may be required by the mongagee
or suth Administration to complete foreclosure of such mortgags or other remedy therennder provided {a) that
such remedy is pursued prompify snd completad with due difigence, and {b) that Lessor is paid ali rent and other
chirges accruing hereunder as the same become due, snd upon foreclosure sale of this Lease the time for
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performance of any obligation of Lessec then tn default hereundsy other than payment of meney shali bﬁ
extended by the time reasonebly necessary to cempiets such performance with due giligence, Cwnevship by or
for the same person of both the fee znd leasehold estates io 5aid premises shall not effect the merger theren!
without the prior wnitien conzent of apy mangagee to such mECEer.

23, EXTENSION OF TIME. That notwithstanding any provision contzined hergin to the
contrary, wherever applicable, the Lessor may for good cause shown, ailow additionzl time beyond the time or
times specified hetei to the Lessee, in which to cumpiy, observe and perform any of the ters, conditions and
covenants contained herein. Any extensicn of time shall not be effective unless it is i writing and signed by

Lessor.

24 ACCEPTANCE OF RENT NOT A WAIVER. That the acceptancs of 2ot by the
Lessor <hall not be deemed a waiver of any breach by the Lessee af any tsmm, covenant or cesidition of this
Lease, nor of the Lessor's right to re-entry for breach of caveram, nor of the Lessor's right o declare and
enforce a forfeiture for any such breach, and the failure of the Lessor to ipsist upon strict performance of any
such term, covenant or condition, or $o éxercise any option herein conferred, in any one or more instances, shall
not be consirued As a waiver ar relinquishment of any syich term, covenant, condition er optien.

p BOUNDARY FENCES, If there are any livestock on the demised premises, the
Lessee shall be solely regponsible for securing such Livestock for xhe health, safery and welfare of 2]l persons and
property. If mequired by Lessor or any governmental agency of deparmment ar any court order or any pubilic
safery official, the Lessee shall keep sueh livestock penned of corralied within a stockproof fenced area within
the demised premises, provided that if required by any Jaw, the Lessee shall install stockprool fences aiong the
entire outside pevimeter of the fand encompaessed under this Lease where such fencing does not exist, regardiess
of whether the Lessee has an interest or ownership in adjeining Jands, and shall maintain in goad order and
conditian throughout the term ol this Leaze the fences so constrbcted and thosz now existing an the demised
premises. The Lessee shall, wholly ar Lesses’s own coxt and expense, stake out the boundaries wherever
necessary i conformance with the legat descriptions provided herem, The cast of instaliing and mzintaining
such houndary fencts shall be in aceordance with Part IF of Chapter 664, Hawaii Revised Statutes, which
provides generally for the sharing of such costs by adjscent land owners or lessee for the purpose of cenfining
antmals of each adjacens owner or lessee unless the adiacent land is owned and not leased by the government.

16. PROTECTION OF FOREST, WATERSHED AREAS, ETC. Lessee shal protect
furesis. watershed areas, game management areas. wildiife sanctuaries, reservation of rights-of-way =nd access o
otfter public lands and prevent nuisances and waste in conpection with Lessee's possession, occupancy and use of
the demised premises. Lessee shall teke all reasonable precautions to prevent forest fires thereen, and in the
evend such fires shalt accur, Lessee shall use alf reasonable means at Lesses’s command or under Lessee's
conwol ta have such fires speedily extinguished.

17 HAZARDOUS MATERIALS. Except for Razardous Materia lawfully permined on
the demised premises in conmection with the direct participation of diversified agriculnural ectivities on the
demised presnises, Lessee shall not cause or permir any Hazardous Material, as hersinafier defined, 1o be brooght
upen, kept, o used in ar about the demised premises by Lessec, its agents, employces, conraciors, or mvitees, of
any persoas holding under Lessee. Any Hazardoos Maerial lawfully psrmined on the demised premises in
connection with the direct participation in divervifizd agricelural activities on the demised premises, and all
containess therefor, shall be used, kept, stored and disposed ef in a mannar that complies with all faderal, state,
and Iocal guidelines. laws or regulations applicable to thz Hazardous Material. Lesset shall not discharge, leak,
or tmit of perm to be discharged. leaked, or emitted, any matenial into the atmosphere, gronnd, sewer system,
or any body of water, if that material {as is reasonably determincd by Lessor, or any governmenta! autherity)
does of may polivte or comaminate the same, or mey adversely affect () the health, welfare, or safery of
persons, whether Jucated in the demnised premises or sisewhere, or (b) the condition, use, or enjoyment of any
buildings or any other rzal or personat property.
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IF Lessee breaches the obligations stalzd in this paregraph 27, entitied Hazardous Manerial. or if
the presence of Hazardous Material on the demised premises caused or permitted by Lesses Tesulls in
contamiration of the demised premises or other premisas, or if contaminatian of aid demised premises or other
premises by Hazardous Material gtherwise occors for which Lessee i5 legolly liable to Lessor for damage
resulting therefrom, then Lesses shall indemmify, defend and hold Lessor harmiess from any and ail claims.
judgments, damages, penalties, fines, costs, linbilities or losses (wcluding, withow limiation, diminution in value
of, damages [or the loss o restriction on use of, and demeges atising from any adverse impact on marketing of
said demised premises or other premises, end sums paid io scrtiement of cinims, artomeys” fees, consultamt fees
end expert [ees) which arise during or after the lease term a3 2 result of such commmination. This
indempthication of Lessor by Lessee tncludes all regsonable costs incurmed in comnection with sy investigation of
site conditions or any cleanup, remedial, removal, or restoration work required by eny federal, state, or local
govermmenial agency or political subdivision because of Harardous Material present in the soil or ground water
on or under said demised premises or other premises, Withont limiting the foregoing, if the presence of any
Bazardous Materal on said demised premises or other premises caused or permitted by Lesses resuits in any
contamination of said demised premises ar other premises, Lessee shall promptly take all actions at its sole
expense as are necessary 1o reum the demised premises or other premises 1o the condition existing prier 16 the
ntroduction of any such Hazardous Materiat to the demised premises ar other premises; provided that Lessors
approval ol such zetions shall first be ohtained, which approval shall net be unreasonably withheld so long as
such actions would RO potentiaity have any adverse effect on the demised premises or other premises. Lessee's
representations, WarTaniies and covenants contained in this paragraph shall survive the rerm of this Lease,
However, Lessor will indemnify and hold Lessze harmlexs for any damages suffered by Lessee resulting from
hazardous materials egposure caused hy Lessor,

As used in this Lease, the term "Hazardous Material” means any hazardons or wxic substance,
material ar waste which is or becomes regulated by any iocal governmental authority, the State of Hawaii or the
Linited States Government. The term “Hazardous Material” imcludes, without limitation, any materiat or
substance that 15 (i} pegoleum, (if) asbestos, {iii} designated as a "hazardous snbstance” pursuant to Section 311
of the Fedcral Water Pollution Contmel Act (33 U.S.C. §1321}, {iv} defined s a "hazardous waste™ pursuant to
Section 1004 of the Federal Resource Conservation and Recovery Act, 42 U.S.C, §6901 et seq. (42 US.C,
§6903). (v¥) defined &s 2 "hazandous substance” pursuant to Section 1G1 of the Comprehensive Environmencal
Response, Compensation and Liability Act, 42 U.S.C. §9601 et seq. {42 U,S.C. §9601), {vi) defined as a
"repuiated substance” pursuant to Subchapter IX, Solid Waste Disposal Act (Regulation of Underground Storage
Tanks}, 42 U.5.C. §89%1 et ssg. or (vii) any similar state or local laws, ordinances or regulations now or
hereafier adopted, published and’er promulgated pursuant thereto,

28 COVENANT AGAINST DISCRIMINATION, Tke use and enjoyment of the
premises shall nat be in support of any policy which discriminates agains anyonie based upen race, creed, sex,
color, national otigin or physical handicap.

29. INFRASTRUCTURE IMPROVEMENTS. Notwithstanding any provision 1o 1he
contrary, Lessor shalt be responsible 16 pay for the repair and maintenance of the existing paved roads, water
taaks and masn walerlines, catch basins and bridge and stream Hining below the bridge, whith Lessor caused to
be constructed in the Waiahole Valiey Agricultural Park and Residentist Lots Subdivision until such time that
any of such improvements are dedicated to 2 governmemal agency or department, Pravided that if apy
jmprovements to the same are required as part of any improvement district, Lessee shall be responsible for the
peyment of the improvement dismict assessment 2ljocated to the demised premises.

30. MISCELLANEDUS. The term "Lessor” and "Lessee™ herein, or any pronouns used
in place thereof, shall mean and mclude the mascoline or ferminine, the singuigr or piural number, and jomtly and

severatly individuals. firms or corporations, and their and each of their respeelive successors, execurors,
#dministrators and assigns. according to the context hereof,
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. LESSEE'S WAIVER OF RIGHT TO PURCHASE FEE SIMPLE INTEREST IN
THE BEMISED PREMISES, Lossor scquired the land which comprises the Project, including the demised
promises, and caused eerlain capital improvements to be made to such jand in furtherance of the public policies
set furth 1 Hawnir Revised Statuies Sec. [66-1 and tie pubtiv purpose ol providing hovsing epporuumilies.
Recogniang 1he contributions of the Stue of Hawait (o cany out such public policics and purposs in order to
establizh the Projuot, Lessee, for Lessce and Lessee’s suecessors aad assigns, fereby ralinguishies, rennonees and
walves wny right o purchase the fee simple intorest in the demised premises which Lessee, including any
successnr and assign, now has of may hereafler fizve or claim wndor any law, inciuding the provisions of
Chapter 316 }lawuii Revised Statmes (or (he corresponding section of any foture or symilar law), granhing to a
legsee holding # long term lesse on residentiz!, commercial or sgrivultaral property the right to purchase the fee
stmple inferest in such property.

Mowwithstanding the foregomy, if any law or court of competend junsdiction shall delcrmine
that the waiver sut forth abuve in this parsgraph 31 shall not be enfercesble znd shall allow the Lessev, or the
Lessec's saccessors or assigns, o purchasc the fee simple interest in the real property constituting the dermised
premises, the purchexe price shall be not less than the sum of the following:

{o) $24.763 % 7.00% x nuwmber of veurs lrom the date of tfus Lease 1o the date of closing of the
sajc of the fec simple interzst in the demisod promises; plos

(b} The fair market value of the fee simple imerest unencumbered by this Lease, plus

(6) Alb of F.essor's attorpeyys™ fees and costs, insluding apypraisal and other consulrant fecs ansing
out of dhe lense-to-fee simple conversivn.

32 EXCEFPTIONS TO LEASEHOLD TITLE AND RIGHT OF QUIET
ENJOYMENT. Lessor is not making any express or implicd represenlation or warranty 16 Lessve with respoct
10 Lustec's leaselold right, title or inlercst in the demised premises and right o guiet cojoyment of the demised
premises arismp owt of of in conngelion with the following excepliens:

() Any facts, rights, inlerests ar ¢laims which are not shown hy the public
records but which could ascertained by on ingpection of the land of which the demised promises is a part or by
muking mauiry of persons in possessiop thereot,

(b} Any ensemienls, olaim of eascment or choumbrances, whother clsimed by
preseription, adverse possession or ntherwise, which are not shown by the public reconds.

{e) Any diseropaneies, confliets in boundary ines, shortage an area,
encroachmenty or any other fects which a coniplete and correst boundary and improvement survey or
archeniugical study would disclose, including without limitation wails, nghts of way, histeric propesty or sites
snd burial sites, and which are oot shewn by the public reeords.

td) Any lien, or nght (o a lien, for services, labor ur mateniul theretofote or
hereafter [urmished, imposcd by law and oot shuwn by the public records.

(=) Claims arising out of native Hawaitan nghts cuslomenly or traditionally
excretsed for subsistence, cultural, religious, access or gathering purposes 18 provided by law, including without
limitation the Constitution oi the State of Hawaii, Section 1-1 or 7-1 Hawail Revized Stututes or alber siztotory
or cose oy of a sbmifar patare.

33, AGREEMENT ABOUT PAYMENTS FOR “‘MASTER" OR “BLANKET"
LIABILITY INSURANCE. If the Hability insurance, which is required pursuant tn Section 11 above, shulf be
availahle through a "master” nr “blauket” policy and if Tessee reguests i writing to be cavered by such
"magtet” or “blapkel” policy, Lessee agrecy as foliows:

13-
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(a) Leasee shal} pay to Lessor a prorata ghare, as determined by Lessor, of the annual
premium for such liability mswance upon the issuance of this Lease 10 Lessee.

®) Lessee shall pay to Lessar an additional sitm on or before the first day of each and every
month equal to 1/12th of Lessee’s prorata share, as determined by Lessor, of the estimated aneal premeum for
liability inswrance. Lessee shall not be ermitled to any interest on account af any funds which Lessee shall pay to
Lessor as ligbility insorance preiums.

{€) Lessor shall noi Have any objiigaticn, responsibility or Liabiinty 1o pay atl or sny part of
the preminms for such “master™ ar “blankef™ lizbility insurance policy. If any lessee of an agriculuml ot or
residential Iot in the Waishole Agriculturs) Park and Residentiz] Lots Subdivision shaf! fadl, refuse or neglect ro
pay such !=ssee's prorals share of the annual Hiability insurance premium, such tzssee’s prorate share shall be
prorated among all lessees, Lessor may increase or decrease the estimated sum which Lessee has apgreed to pay

for liability insurance,

{d) Lessor shall not have any ohligation, responsibility or luability to find any pew or
repiacement “master” or “blanket” Hability insurance policy if any then existing “master” ar “blanket™ liahility
insurance shall be terminated, canceled or not renewed. If any “master” or "bianket” liability insurance policy
shall be rerminated, canceled or not renewed, Lesscs shall be responsible for providing Lessee's own Hability
insurance ccverage pursdant to the requirements under this 1.ease.

{¢) Lezsor shall not have any duty, responsibiliry or lability for damages or any other relief
to a lessee or any thind party with respect to the amount, coverage or poliey limits of any “master” or “blanker”
liability jnsurance pelicy. Lessee may oblain any sdditional, ex¢ess ar umbrella Habiliny insursnce for Lessee's
henefit and protection,

43 Lessor is nol and shall aot be deemed to be an insurer, co-insurer or indemnitor with
respect 1o any claim, liability, damages of any Kind or nature, incinding any demapes. Lessor shall not be liable
to Lessee or any third party if the coverage or pojicy limirs of such “mascer” or “*blanket” Jizbility insurance
policy shall noT cover in whole or in past any panicular loss or claim, including the defense of any claim,

i) I Lessee shall fail, refuse or neglect 1o pay Lessee's pmtata share of the estimated
annuaf premtum for Gability insurance or any additional assessments for Hability insurance premiums, including
any additional assessments to pay the premiums of other lessees who shall have faited. refused or neplected to
pay all or pan of their prorat share of premiums for fiability insurence, Lessee shall be in defauit under this
Lease. Any amount which Lessee shal} fadl, refuse or neglest to pay shall bear mterest at the simple annual rate
of 12% uncit fully paid. The interest collected shall be applied to reduce the premium for such “master” ar
“blanket” Jiabiliry msurance policy.
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Wainholz Agricuinuws! Perk znd Rexidcolidi Lotz Subdivision
Residenial Lot Ground Lease

LESSQOR:

APPROVED AS TD FORM: HOUSING FINANCE AND DEVELOPMENT
CORFORATION

By: ROY S, OSHIRO

pdty Attorney General

1{ER Exeruotive Dircstoc
STATE D ; 3
) S5.

CITY AND COUNTY OF HONOLULU

Om Lhis /"—-1/ day qu@-”/’L—{ , 1998, before me appeoared

ROY 5. OSHIRO, to me personslly known, whd, being by me duly swom, did say that he is the Executive
Director of HOUSING FINANCE AND DEVELGPMENT CORPORATION, 2 public body snd a body
corporate and polilic of the tate of Hawaii; that the foregoing instrument was sigoed in behalf of s2id
corperation by authonty of tis Board of Directors, and said ROY $. GSHIRO acknowledged said instrument to

be the free act and deed of said corporution.
< T s
[ A&
[/&Mb(’ —rg

Wotary Public, Siate of Hawa

My corumission expires G290 oy

-15-
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Waialol Apricutiwrsd Park mnd Residentivk Lols Subdivision
Residentinl Lot Graound Lecase

LESSEE:

Kamh.n,né?l(depma l.eizo . W

1racy E{aimaiam Hoapils

et G ,(’Wa%

Inols Gaye Kahfwalaoi Leteo

STATE OF ITAWAILL )
"} 5,
CITY AND COUNTY OFf HONOLULU

On this _/ ;H day of MM .19 fg before me

personaliy sppesred Kathleen Kg‘mmhelcpmb TracyLee Kahculani Hoapili, aﬂd Inoly Gaye Kahiweglani i‘(ﬁ{ﬁ"’-‘
Lelzo, 10 me known to be the péfsons Tbtthvod Irai¥ho execulcd the forepoing instrumer: and

acknowicdged Lhat they excouted the same #s thetr free set and deed,

Nolary Pubhe, State of Hawi

My Commission expites Z/g /Zm
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The following lot(s) as shown in File Plan No, 2052 recorded in the Burean of
Conveyances of the State of Haweil situated on the westerly side of Kamechameha Highway
between Land Court Appiication 70 and Land Court Application 1341 at Waiahole, Kooleupokao,
Oahu, Hawaii:

Lot No, Area (more or Jess)
47 12,619 square feet

SUBJECT TO all easerents, rights of way, rights of ingress and egress,
covenants, conditions, restrictions and reservations recorded in the Bureau of Conveyances
and/or filed in the Gffice of the Assistant Registrar of the Land Court of the State of Havwaii of
record.

st e\ dehdclicnisthfdewalindesepank dac 9¥EE13
Fitz Flan Ro. 2052
Ll M. 63
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T é* - /STATE or HAWATT 55,
N . - b E _BUREAU OF: COWE}YABQES

o . \RE ‘ .

| hereby certify that this is
a frua copy frem the records
of the Bureau of Conveyances.

W, W s
" Registrar of L,onv;ban\be%
Assistant Regnsirar, Land Courf

State of Hawalil ) ', : quigwm ogr cQNVESEANCBS

couvz‘zmcr-: 'rmu ,514 30

PomansS e

LAND COURT SYSTEM S
Return by Mail { ) Fickup € ) To: v

Housing Financa and Development Corporation
677 Queen Street - 3rd Floor

Honolulu, Hewaii 96813

Attention: Roy S. Oshiro, Executive Director

AGRICULTURAL LOT GROUND LEASE

PROPERTY DESCRIPTION DOCUMENT NO.
.| DOCUMENT NoO.
TRANSFER CERTIFICATE OF
TITLE NO:
Land Court ( ) Regular x) Double ()

STATE OF HAWAII
DEPARTMENT OF BUDGET AND FINANCE
HOUSING FINANCE AND DEVELOPMENT CORPORATION

WAIAHOLE VALLEY AGRICULTURAL PARK
AND RESIDENTIAL LOTS SUBDIVISION AND HOMESTEAD ROAD LAND

AGRICULTURAL LOT GROUND LEASE

THIS INDENTURE made this (5t day of Juug 139¢ . by and between"

HOUSING FINANCE AND DEVELOPMENT CORPORATION

& public body and a body corporate end politic of the State of Hawaii
677 Queen Street - 3rd Floor
Honolulu, Hawaii 96813

hereinafter called "Lessor”, and

AGLEASE DOC

PR R O P PN D I TR BT At A NOA N AL S LU AR 0 AT e A
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Valentine Texeira and Mildred Blanche Texeira, husband and wife; and Valdred Jo-Anne Souza, wife of John Souza,
11, all of whose residence and post office address is 45-246 Popoki Place, Kaneohe, Hawaii 96744,

as (check applicable box)
() tenants by the entirety () tenants in comumon

(X)  as joint tenanty with full rights of survivorship ( ) as tenant in severalty

. hereinafter called "Lessee”.

The demised premises ase a part of an agricultural park for which State of H,awau land and funds
were used to meet the goals and objectives stated in Hawaii Revised Statutes ("HRS®) Sec. 166-1. At least one of
the person(s) who is the Lessee must be a "farmer* as that term ic defined in the Master DCC&Rs identified and
incorporated into the Memorendum of Declaretion and Covenants, Conditions end Restrictions set forth in this Lease.
In this Lease, the person who qualifies as the "farmes® is: Valentine Texeira

. -2~
Amended Weishole Agricultunl Lease
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_WITNESSETH:

That Lesrsor, in considemtion of the rent heroinafier rossrved and the cavenants hercin
contained and on the part of Lessec (o be abserved and performed, doos hereby demise and Jease unto Lenses
and Lessee docw hereby accept and rent: AN that cerfain land dexcribed in Exhiibit "A” attached hereto and
incorporated horvin by referonce ‘and made a part of this Lcase, "AS 15" and withoul any express or implied
warranties of habitability or fitness for any particular purpose and sibjeot 10 all risks ncidental 10 ity vse.

. SUBJECT ¢ts all casernents shown on the map (if any) hereto attached or above referred o,
and reserving unto Lessor within said easemonts rights-of-way and the right 1o grant 1o any pubfic utifity or
govemuncental suthority such rights-of-way aver, across and under aaid sagements for lines and other
tnminrsion facilities and appurtenagoce for electricity, gax, telephone, water, sewer, druinnge and ximilir public
services and utilides, and the right to enter for such purposes and to repair such facilitics and 10 trim ony trees
in the way of such lines.

SUBJECT FURTHER to the following: I) the Declaration of Regtiictive Covenants for
Waiahole Valley Amaultuml Park and Retidential Lots And Homeslead Road Lands, dated September 15, 1995
end recorded in the Bureau of Conveyances of the State of Hawaii as Dooument No. 95-12490R and/or in the
Office of the Registrer of the Land Court of the Stetc of Hewsit 25 Document No. 2262857 and noted on
Certificate of Title Nox. 380,204, 380,205 and 195,898, incorporated by reference: 2) the First Supplemental
Doolaraiion of Restrictive Covenants of Waiahole Valley Agriculiural Park and Residenlial Lats Subdivision and
Homestesd Road Lands, dated January 22, 1996, and recorded in the Buresit of Conveyances of the State of
Hawaii ax Document No. 96-012417 and filed in the Office of the Assistant Registrar of the Land Court of the
Suate of Hawaii as Document No. 2287002, incorporsted by reference and mads part of this Lease, collectively
refecred Lo as the *"Mastor DCC&Rs"; and 3) the Memorandiun of Declaration of Covenants, Conditions and
Restrictions of Waiahale Valley Agricultural Park end Residontial Lots Subdivigdian and Homestead Road Lands,
which will be recorded with the leasc, uua.ched hercto as Exhibit “B* and incorporated by reference and made
part of this Leaso.

RESERVING UNTO THE LESSOR, ITS SUCCESSORS AND ASSIGNS, THE FOLLOWING:

(1) Al mincrals as hercinafler defined, in, on or under the demised premises und the right, on
itz awn behalf or through personz authorized by i, Lo prospect for, mine and remove such minerels snd 10
oocupy and us¢ =0 much of the surface of the ground as may be required for all purposcs reasonably oxtending
(o the mining and removal of such mineraly by any means whatsoever, including steip mining. “Minerals®, as
used herein, shall mean any or all oil, gas coal, phosphate, rodium, sulphur, iron. titonium, gold, silver, bauxite,
bauxitic clay, diaspore, boehmits, laterite, gibbsite, alumina, all ores of aluminum and, without limitstion
thereon, all other mineral substances and ore deposils, whether solid, gascous or liquid, including all gepthermal
resources ig, on, or under the land, fast or submerged; provided, thzt "minerals" shall not includs sand, gravel,
rosk or other material suilable for use and when used in generel construclion in furtherance of the Lessse's
permitted aotivilies on the demised premises and not for sale to others. Provided, however, that as & condition
precedent to tho exercise by tha Lessor of the rights reserved in this paragreph just comperfsation shall be paid
1o the Lessee for any of Lessce’s improvements taken during (he term of this Lease: (2) All archaeological end
historio sites and rembeins found on the demissd premiscs shall belong to Lessor under the Iaws of the State of
Hawaii. Lessee shall preserve and protect and shall not disturh any srchaeological and historic rites end remains
on the demised premises: and (3) Pursuant 1o Section 171-3G(x) (8), Hawaii Rovised Statutes, mineral and
metallic rights and surface and ground water sheil be reserved to the Stale.

TO HAVE AND TO HOLD the demised premises together with tho rights, cascments,
privileges and appurtenances thereunta belonging and appertaining, unto the Lessec for a term:
Commencing on: Junc X0, 1958
Ending on: June 29, 2053

unless sooner lerminsted s hereinafier provided, the Lessor reserving certain rights and interests and the Lessee
yielding and paying to tho Lessor at the principal office of Lessor, an aonuz) lease rent in the amount computed
znd payable on the dalss specified below, withaut notice or demand by the Lessor.

Amendicd Walahole Agricuftural Lot Lesse
. -
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ANNUAL LEASE RENT

Leasc | Lcase Aunnual Base Base Lease Annual Percentage Leaze Rent

Period | Years Léass Rent Formula Rent Amount (of Lessee’s gross agricultural
income derived from the demised

premises for the preceding calendar
year ending on December 31) **

1 =T S0 'Per #oro (Of porton Aomatly: 0%

thereof)

$892.80
(Provided that if thero iz any.
residential dwelling, including | Monthly:
employee's quarters, on the
demised premises, the annual 374,40
base lease rent for the first
7,500 square feet shall be

$500.00)
T. 3 =35 1 $100 per acres (or po'ﬁxon | Avnnualty: Yl0thof 1%
thereof) .
5892.80
(Provided that if there is any :

residential dwelling, including | Monthly:
employec’s quarters, on the
demised premises, the annual £74.40
base lease rent for the first
7,500 square feet shall bo

$500.00)
3 26 - 40" . ¢ *
4 [ AT-55 ¥ ) . K ¥
* To be negotiated.
i Lestee's signed State of Hawaii and Federal tax returns shall be submitted with such payment and the

Lessee shall inform the Lessor of any governmental audits of Lessec's tax returns.
LEASE RENT PAYMENTS

The Annual Bage Lease Rent shall ba paid in equal monthly installments in advance on the first working
day of each month. The Annual Percentage Lease Rent shall be paid in artears no later than April 15 for
the previous calendar year. If the fease rent payable for any period or time is less than s full calendar
year or other period of time, ns the case may be, the lease rent for such period of time shall be prorated.

C. Renegotlation of Anoual Base Lease Rent and Annual Percentage Lease Rent.
One year prior to the expiration ol’é'espective Lease Periods 2 and 3, Lessor and Lessee shall begin renegotiations
regarding the new annual leass rent for&capeotive Lease Periods 3 and 4. In determining the annusl lease ront
for respective Lease Periods 3 and 4, the following factors may be considered:

n The fair rental value of the demised premises based on the use of the demised premises .
for residential and agricultural uses exclusive of crops thereon and improvements that Lessee has installed,

erected, oonstructed, or otherwiss placed on the demised premises or crops and improvesments that were installed,
ersoted, constructed or otherwise placed on the demised premises by a prior occupant of the demised premises.

Amandsd Waishole Agrivutuwul Lot Lesse
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2} The higtorieal produstivity and profitability of Lessee's farming opsrations.
3> Other factors may also be conxidered.

The Annua] Bago Lesss Rent and Annual Percentage Lense Rent established by renegotintion
for Lease Periods 3 and 4, respectively, shall not be less than the rental amount estahlishad for Lease Peciods 2
and 3, roxpactively.

In the ovant Lessor and Lessee arc unable to agree on the fair rental value of the demised
premises for Lesse Pesiods 3 and/or 4, respectively, sixty (60) days prior to the expiration of Lease Periods 2
and/or 3, respectively, Lessor and Leossso shell gubmit the issuc of the fair rontal value of the ‘demised premises
to mediation in accordancs with applicable rules of mediation of the American Arbitration Association.

If Lessor and Lessoe are nat able to determine the iscus of the fair rental valus,of the demised
premisek by mediation, cither Lessor or Lezses may give to the other writlen notios of.a dasire to havé the ixsuc
of the fair renta! valus of the demisod premises settled by arbitmtion in accordance with the applicable rules of
the Amcrican Arbitration Association. Judgment upon the award rendered by the arbitrator(s) may be entered in
any court having jurizdiotion thereof.

In uil cases of medietion or arbitration, Lessor and Lessee shell each pay the expense of their
own attorneys’, appraiser's and witness fees. All other expenses of such mediation and arbitration ahall be
divided equally between Leasor and Lessee,

If and whenevers the fixing of such rental value is under mediation or arbitration, Lesses,
pending the datermination thereof, shall continue to pay the szme lesse rent whioh Lessee had besn paying
during the immediately preceding leage rent period and shall pay the deficiency, if eny, within thirty (30) days of
the successful conclusion of the mediation or arbitration procecdings, a5 the caso may be.

AND LESSOR horcby eavenants with Lesseo that upon payment of the rent as aforesaid and
upon observance and performance of the covenants by Lessce hereinefier contrined, Lossoe shall peacoably hold
and enjoy said premises for tho term hereby domised without hindrance or intorruplion by Lessor or any other
person or persons lawfully olaiming by, through or vnder it exocpt as horein expressly provided. .

AND LESSEE hereby covenants with Lezsor as follows:

1. PAYMENT OF RENT. Lessec will pay or causc to be paid said rent in Jawfll
money of the United States of America st the times and in the manner aforesaid, without any deduction and
without any notice or demand, at the officoe of Lessor or Lessor's duly designatsd agent.

2. TAXES AND ASSESSMENTS. Lessoe shall pay or csuse to be paid at lsast ten days -
before the same become delinquent sl real property taxes #nd assessments of every description’to which said
premiscs or any. part thereof or any improvements thercon, ot the Lessor or Lessee in respeot thersof, are now or
may be mssessed or become liable, whether assessed W or payable by Leesor or Lessee, except that such taxes
shall bo prorated between Lessor and Lessee as of the datex of commenoement and expiration respectively of said
teron: provided, however, that with respsct to any assessment made under any betlerment or improvement law
which may be payeble in instailments, Lessee shinll be required to pay only such installments together with
intorest as shall become due and peyable during said term.,

3 PAYMENT OF RATES AND OTHER CHARGES. Leisec will pay before tho same
become delinquent all cherges, duties, rates and other outgoings of every dascription to whioh said premiscs or
any part thereof or eny improvement thereon, or Lessor or Lesses in respect thereof, may during s2id termm ba
asscssed or beoome liable for electricity, gas, refuse collcction, telephone, sewage d:sposa.l watck or any other
utilities or services, whether made by governmental authority or public or community service compamy and
whether nssessed to or payable by Lessor or Leozsee.

o5~
Amandad Weishole Agricutoure| Lot Lesse
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4. IMPROVEMENTS REQUIRED BY LAW. Lessee will at Lessec’s own expense

- during the whole of said ferm make, bujld, maintain and repair all fencer, sewers, drains, roads, curbs, sidewslks
and other areas which may be required by law to be mada, built, maintained and repaired upon or adjoining or in
connection with or for the use of the demiged premises or any part thereof,

LY OBSERVANCE OF LAWS. Lessee will at all times during said term keep said
premises jo & strictly clean and sanitary condition and observe and perform all laws, ordinanses, rules and
regulatione now or hereafter mads by any goverumental authority for the time boing applicable to said promises
or any improvement thercon or use thercof, and affecting said premises, and will indemnify Lexsor against alf
aclions, suits, damages and claims by whomsoever brought or madc by reason of the nonobservance or
nonperformancs of said laws, oniuuuu-. rules and regulations or of this covenant.

& REPAIRS TO MROVEMENTS. Lesser will, et Lesses's own exponse, keop,
repair and maintain all byildings and improvements now existing or beresfler constructed or installed on the
demixed premise in good-order,-condition-and repair, reasonable. wear.and toar oxcepled. . .

7. INSPECTION. Lesscs will parmit Lessor and Lessor’s agents at all reasonable times
during said term 1o eater the demised premises and examine the stats of repair and condition thereof, and will
repair and muke good all defects required by the provisions or this Loass 10 be repaired by Lessee, within 90
days after the giving of notice by Lessor or Lessor's agents.

Lessor, the County, or any sgents or representatives thereof shall have the right to enter and
cross any portion of the demised land for the purpose of performing any public or official duties; providsd,
howaever, in the exervise of such nghtx Lessor or the County ahall not interfare unrcascannbly with Lessec's use
. awd enjoyment of the demised premisos, and shall not causc injury or damage to the Lessez's interest.

a. DIVERSIFIED AGRICULTURAL USE. Lessee undesstands and agrees that the
requircments of this paragraph shall be sirictly observed.

(a) Beginning no later thap two (2) years from the date of thiz Lease and for the
then remaining tenm of this Leasz, Lessce, inoluding Lassee's permilted successors and essigris, must be 2
“fermet” and personally use aiid operate the demized premises for diversified agricuftural purposes.

The demised premises must remain in continuous cultivation except for the
normal fallow period as raquired by standard agriculture practices. [f Lesses is prevented from maintaining the
demised premises in oontinuous cultivation because of the occurrence of an "act of God”, such as a hurricane,
drought or other catastrophe, which is beyond Lessce's control, Lessee may request Lessor to grant Lossee &
reasonable extenzion which shall oot exceed § months to comply with such reqguirement.

) Durig the term of thiz Leage, Lessco may use a contiguous arez of up to
7.500 square feet for residential purposes as an accessory use to ‘the pnmary diversified agricultural use of the

demised prernises subjest 1o the following conditions:
(1) . Lessce may place, nmnmm or allow on the’ demined prcxmsu only

one single-family dwellmg (exclusive of outbuildings) within such residential arca;

@) Lessee must use such single-family dwelling oaly as Lesses’s
principa) dwelling. For purposes of determining whether Lessce is in compliance with this requirement, Lesses
osn only have one principal dwalling; and

) The remazining area of the demised premises raust be used for

diveraified agricultural purposes, which may include employee quarters and nocessory stractures, in accordance -
with the Lease, the Mastor DCC&Rg, and ths Memorandum of Deolaration ‘of Covenants, Conditions and.

Rostrictions.
Losseo agrees that Lesses will be in default of this Leass and this Lease shall be terminated in
sccordanpe with the terms hereof if Lessoc does not strictly comply with-the above conditions.
6~
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e {c) The mising of any animals in copnection with a feedlot operation is absolutely
prohibited. The raising of animals shall be permitted or allowed subject 10 the following:

e8] Lessee shall obaerve all applicabls Fedesal, State of Hawaii or City
and County of Honolulu laws, ordinances, codes or regulations;

(2) Lessee shall be fully responsible for such anirmals: and

@3 Such animals shail not present a threat or threaten the diversified
agricultura] uuvmes that aro beinng conducted in the lands covered by and described in the Declaration attached
hersto as Exhibit “B* and insorporated by rrferenoe.,

(@ If theyw is any conflict between the terms of the Declaration and thiz Lease,
the terms of the Deslaration zhall control.

- ,. - BOND. Leises will before commencing construction of any improvemenmt on the
demisad premisos deposit with umrlbondweauﬁcmmmfmmsmrumobhpe in a peaal sum
not icss than 100% of tho cost of such construction and with & responsible corporate surety (or with Lessor's
written approval, a rerpounsible material house) authorized 10 do business in Hawaii, gusrantesing the completion
of such construction free and clear of ali mechanics' and materielmen's liens. In the case of an owner-buildar,
Lesssc may roquast Legsor's oonsent to waive alf or a part of the bond required hersby provided that Lessee shall
furnish 10 Lessor adequata assurancs that Lesese can complete the improvements lien free,

16. SETBACK LINES. Lessec will observe any sotback lines affecting the domised
premisss, and will not ereot, place or maintain any building or structure whatsosver excopt approved fenoes or
walls botween any streot boundary of the doinised premises snd the sot back fine along such boundary.

11. -  INSURANCE. Lesseo will at Lexsce's own expenss at all times during aaid term keep
all buxld.mgs now or hereafter erscied on the demisad land insured against loes or damngc by fro with extended
coverage in a responsible insurance company suthorized to do business in Hawaii, in an amount as near as
practioable to the replacement cost thereof, in tho joint names of Lessor, Lessec and monigages (if any) as their
interests may appear, payable in casc of losz Lo the mortgages (if any) or in the absence of any mortgage to
‘Lessor nnd Lessee as thoir interosts may appear, and will pay sl premiums thereon when due snd from time to
time on request therefor deposit with Lessor a true copy or cettificats of such current insurance policy, and say
money denived therefrom in caso of Joss shall be held in trust in Hawaii and be immediately svailable 1o and used
as soon as roasonsbly possible by Lessee for rebuilding, ropaining or otherwise rinstating the same huildings in &
good and substantis) manner sccording to the plan and olevation of the buildings ro destroyed or damaged or sush
modified pien as shall bo previously approved in writing by Lessor; provided, however, thet'in case ths main
dwalling ox seid promises shall ba destroyed by any casualty during the last t2n ycars of the term hereof, Lessve
. may at his option cancel this Leass by giving written notice thereof to Lessor within 30 days sfter such casualty

on condition that beforo sush cancellation becomes offective Leasee shall remove al] remains of the damaged
buildings and pay 10 Lessor all rant then accrued hereunder and taxes for the full current yesr and in case said
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dwelling shall be destroyed by any casualty at wry time during said tam, if such restoration thereof shall be
preventsd by law, Lesses may at his option cancel this Lease by giving written notics theveof w» Lessor at any

. time thereafter op condition that Lesses xhall befare such cancellation becomes effective remove all remains of
the damaged buildings and pxy to Lessor all rent then accroed hereunder and taxes for the full current year, and
upon cither such cancellation all insurstce proceeds shall be payable to and be the property of Lessee and )
mortgages (I xny) as their intérests may appear; provided, further, that during sich period as the Department of
Housing and Urban Development or Vetersns Administration shall own this Laase all peovisions of this Lease
requiring insurance and restoretion of buildings which are substantially destroyed shall be inoperative, but such
.sdminiziration ghall promptly remove all remains of any demaged buildings not restored in accordance with said
provisions. .

Additionally, Lessce will, at Léssee’s own expense at all times during the temm of this Lease,
obiain reasanable Habllity insurance from any insurence company or companies-which s licensed and suthorized
to engage in the business of insurance in Hawaii numing Lessce as the namad insored snd Lessor as an additiona)
insured and intyring both against and fram any and sll claima, demands or sujts for property damage, persans!
injury. or desth arising out of, relating to or proximatsly causad by the use, maintenance, operation med control by
Lessee of the demised premises. A current polioy on certificats of such insursnce shall be submitted 1o Lessor.
By endorsament or otherwise, ths innzance policy must provide that the {nsurance company cannot cancel or
amead the insurance policy without giving Lessor at lesst 30 days prior written notice.

1 COST OF LITIGATION. In ¢aso the Lessor shall, without any fanlt on Lessor's part,
br made a party to any litigation commenced by or agains the Lesste (other than condemmnation proceedings), the
Lessze shall srd will pay all costs and expenses incurred and imposed on the Lessar that e awarded to Lessor
by the court. Furthermore, the Lessee shall and will pay ull costs and expenses which may be incurred by or pald
by the Lessor in enforcing the covenants and agreements of this Lease, in recovering possession of the demfsed
premises oc fu the collection of delinquent rental, texes and any and all other charges unless Lesses is the
prevailing party in any such [itigation, proceeding ar controvecsy.

13. INDEMNITY. Lessee will indemnify and hold Lessor harmless against all claims and
demiands for Joss or damage, including property datriage, persanal injuty and wrongful death, arising out of or In
connection with the use or occupancy of said premises by Lessec or any other person claimiag by, through or
under Lessee, or any accident or fire on said premises, or any nuisance made or suffered thereon, or any fujture
by Lessee to keep said premises in a safe conditiont, and wilt reimburse Lessor for all of Lessor's costs and-~
expenses Including reasonable attormeys’ fees incurred in connection with the defense of any such c¢lzims, 2nd will
hold all goeds, materials, furniture fixtures, equipment, machinery end other property whatsoever on xid premises
at the sole risk of Lessee and kold Lessor harmless for any {osc or damage thereto by any causs whatsosver,
Provided. however, that this indemnity provision shall not apply to or cover the negligence of the Lessor or
Lessor’s successors,

14. CONSTRUCTION OF IMPROVEMENTS. Lessce shall not at any time construct,
place, focate, maintain and install on said premnises any new house, building, stnucture or improvement without the
wsior review of Lessor and upon such site locatlon conditions as Lessor may impose. Provided, however, that
upon application ta Lessor and subject 1o Lessor’s approval, Lessee may construct a parmaanent foundation upon
which a house, building or other structure is to be placed or constructsd upor the express condition that the
foundation shall be demolished and removed in the event that x now lesses does not accept such permanent
foundasion. [t is understood by the parties that in the event of Lessee’s dafault or the sale or transfer of the
demised premises, Lessee shall be solely liable for removal of any and all improvemeats constructed on the
premiscs.

15. WASTE AND UNLAWFUL USE. Lessco will not make or suffer any strip or waste
or untawful, improper or offensive use of the demised premises or uss the demised premises for or in comnection
with the cultivation, manufacture, sale, storags or keeping for sale oc baster of any plants oc plant products, which
the cultivation of which is prohibited by any County, State, or Federaf laws, narcotics or alcaholie beverages or
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" and 6blig.lﬁu?u hereunder, including those et forth above in paragraph 8, 83 the original Leszee subjoct to the
following conditions:

(1) Notice and Certifications. Lessas shall notify Lessor of any propased
aasignhment of this Lease. Lesses and the proposcd sssignee shall (i) provide Lessor with full information abow
the pmpoud nzngnmmt and (ii) sign apd dsliver to Lessor ail documents which Lessor shall require 1o assure
full complience with this Lease and the Dsclaration, inoluding a certification that the proposed usgignes mocts the
qualifidations of a "farmes® wha i5 eligible to bo & lossee under this Loase.

2) Lesses's Limited Equity. Letsoc understands acd unsonditionally agrees that
Lessee’s equity ih this Lease and/or the improvemonts and crops on the demised premises shall not exceed the
“Lossce's Equity™, whiah is dafined as the. fair markel valus of Leases's improvements sud crops on the demiscd
premises,

"If Leases stall sall o asgign this Lease for n consideration (whether in cash or
in kind) in exoess of Lessee's Equity, the axcess shall belong to and be paid in oaxh immediately 1o Lessor.
Lessee and Lessee’s assignes shell bo jointly and soverslly liable far the payment of such excess consideration lo
Lessor.

0] Saccessors In Interest. Every successor or assignes must meel the eligibility
requirements {o be a lesses under this Leass and ghall pay and perfarm all of the obligations under this Lease,
including those eet forth above in pacragraph 8. If & quooeasor or ussiguee shall not moet tha eligibility
requirciments or shall not pay and perform ail of the obligationr under this Leass, inoluding those set forth nbove
" in paragraph 8, this Loase shall bs cenceled and such succzssor or assignee shell not be entitled to any
considaration or compensation whatseaver upon such cancollation. Provided, if the successor or assignee shall
succeed 10 Leases's interest az tha rasult of the death of Leexss snd if such sucoessor or assignee shall not meet
the eligibility requirezients Lo be a lcssee of thix Leate, such succossor or assignee shall have one year to assign
the Lense ta a person who shall meet the eligibility mqulmments of being u “fanner” herein subject 10 the
provigions of this paragraph 20; and, i .

@ Sale and Aulgnment; Lessor's Flnt Option. If Lossee wishes to sall, mssign
or otherwise transfer title to the demixed premises or thix Lease for any reason and for & consideration, Lessor
shall have the first'option to purchase the same free and clear of all cnoumbrances which Lessee shall pesmirted -
1o attach to the Leaso, and outstanding mortgages, for a prioe which shall not excred the Lessee's Equity. In sll
cvonts, Lescor sball not be entitled to agy compensation whatsoever for the Ieaschold value of the demised .
premises or this Lease.

If Lessor exercises this first option, the demissd premises ahall be fres and
clear of all mnrtgagc liens and encumbrances placed on the demisad premises or this Leaso by Lesses, including
Lesséc's predecessors in interest; and,

(5) Sale. Asslgnment or Transfer of Corporate Stock or Other Inferest In

) Bnlneu Organization, If Lesses shall be a corporation, partpesship, cooperative or other businesy organization,
any transfer, sals, pledgs or other disposition of the sorporate stock, voling rights or other interest in such
business organization shail be deamed a sale, assignment or tranifer of this Lease and therefora prohibited without
* the exprees writton consent of Lessor. ‘At all times during the term of this Leass, and any extension thereof,
Lossoe agrces that the person, including sush person’s permitied succossors and assigns, named above ax the
*farmer” must qualify as a "farmsr” as that term is defined in this Lease, Mastsr DCC&Ra, snd in the
Memorandum of Declarntion of Covenanis, Conditions and Restrictions, in order for Lessee to hold this Loase and -
that such person must ows at least 75% or more of the stock, voting intsrest ‘or other interost of the Lesses at the
timo of exccution of this Lesse and during the term thereof. Lesson shall inform Lessor of eny ohanges ia the
composition of ownership of Lesses and obtain Lexsor's consent with respeot.to any of their sucoessors. 1f Lessee
shall breach the tzrms of this sovenant, this Leass shall be terminated and Lessee shnll have 30 consecutive
calendar deys to vacsts the demised promises.
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In all eveats, Lossee, including Lorsec's mDOessors OF n.sngm cannot reat or sublet the whole or
any portion of the domised promises undcr any eircumstances.

. If the demised premiszs dascribed in Exhibit “A" attached hareto and incorporaiad by reference
is comprised of more than one gubdivided lot, all of the subdivided lots shell be conxidered one (1) lot for
purposcs of this Leasefthe Master DCC&Rs, and the Memorandum of Deolaration of Covenants, Conditions and
Resrictions. A subdivided lot that is u portion of the demised premises shall not bo separately or individually
transfersble and shall not be xold, transferred or conveyed in any manner, whether by subleass, concession, license
or othsrwike, separaw from all of the mubdivided lows comprising the demised premisexs so 85 1o sopamste the
benefits and burdens of much subdivided lot in any way under this Lease, the Master DCC&Rs; and the
Memorandum of Declaration of Covenmts, Conditions and Restrictions. Any attempted sale, transfer or

-convoyance of a subdivided lot comprising » pomon of a demived premisex :lnu be decmed to constitute a
conveyanss of all ol’ the catire domised premises; and

: ®) Permitted Tranafers. The followmg trangfers shall be p:nmlled provided that
there is no considsration for the transfer and the Lexsos notifies Leossor and obtaing Lessor’s writierr convent prior
to such making any such transfer: .

(® A wansfer by deviss, descent, or operytion of law on the death of n
joint teoant or tenant by the entirety;

®) A transfer to the spouss or children of the Lessoc;

(&) A transfer whereby Lessces are mastied and ons Leessee conveys
hig/her Jeasehold right, title and interest to the other as a result of a decres of dissolution of marsiage, legal
separation or incident to a property settlement agreement; or

@ A transfer to an intervivos trust in which Lessoc is and yemains the
primary bencficiary and continues to use the dsmised premises and which does not relate to a traasfer of rights of
occupency in the demised premizss.

B. Mortgage. Exccpt as provided berein, Lessee shall not morigage, hrypothecate or
‘pledge sl! or any portion of ths demised premises or this Leasc withaut first notifying Lessor and obtaining
Lessor's written consent. Any such morigage, hypotheoation or pledge without such written approval shall bs
nult and void.

Upon due notice to and with the written consent ‘of Lessor, Lessee may mortgags this
Lease or any interest therein or creale a socurity interest in the demised premines under the following conditions:

. . () Mortgage Loan Ameunt. The aggregate amount of all moﬁgxgcs that Lessce
can place on this Lease shall not exceed 80% of Lessec's Equity or such lessar amount which a prudc'nl
instituionsl mortgage lender will Jend to Lessee.

2) Purposes. The purpose of the mortgage shall be limited to:

(a} Neow sonstruction or repair, replacement or improvement of Lessee's
priocipal residence on the demised premises;

()] Now construction or fepair, replacement or improvement of one
cmployee's quarters on the demised premises;

(c) Diversified agricultural sotivities. on the demised premises.
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23,  EXTENSION OF TIME. That notwithstanding aoy provision contained herein to the
contrary, whmlpphuble.muwnrmyfwgoodm:hmdhwaddiﬁonaldmcbeymdmcmneut
Muspedﬁndhummmmhwﬁﬁmmply,ob&awndpaﬁtmlnyof&emtms.condlnmmd
covenants contained hereln. Any extension of time shall not be cffective unless it is in writiog and sigued by
Lessor.

24. ACCEPTANCE OF RENT NOT A WAIVER. That the acceptance of rent by the
Leszor shall not be desmed a waiver of my bresch by the Lessce of any term, covenant or condition of this
Lease, nor of the Lessar’s right to ro-entry for bresch of covenant, nor of the Lessar’s right to declare and .
caforce a forfeitnre for any such hreach, and the failure of the Lessor to insist wpon strict performance of any
such term, covenant or condition, or to exercise any option herein conforred, in any ons or more instenceg, shall
not be construed as a waiver or relinquishment of any such term, covenant, condition or option.

24, BOUNDARY FENCES. If there are any {ivestock on the demised premises, the
Lessee shall be solely respousible for securing such livestock for the health, safety ind welfare of all persans and
property. If required by Lessor or any govemmental agency or department or any court order or any public
safety official, the Lessee shail keep such livestock penned or comalied within a stockproof fenced area within the
demised peemises, provided that if required by any law, the Lessoc shall install stockproof fences along the entire
outside perbneter of the land encompassed under this Lease where such fencing does not exist, regardless of
whether the Léssee has an [nterest or ownership n adjoining lands, and shall maintain in good order nnd
condition throughout the term of this Leass the fences so constnucted and those now existing on the demised
premises. Tho Lessee shall, wholly at Lesses’s own cost and expense, stake ourt the boundasies wherever
necessery [ conformance with the legal descriptions pravided herein.  The cast of installing snd maintaining such
boundary fences shall be in accordance with Part IT of Chapter 664, Hawaii Revised Statutes, which provides
generally for the sharing of such costs by adjscent tand owners or [essee for the purposs of confining animals of
each sdjacent owner or lesseo unless the adjacent land is owned and not leased by the goverment.

26. PROTECTION OF FOREST, WATERSHED AREAS, ETC. Lessee shall protect
forests, watershed areas, game managmbnt areas, wildlife sanctuarics, reservation of righm-of-way and access to
other public lands and prevent muivances and waste ifi -connection with Lessee’s possession, occupancy and ese of
the demised premites, Lessoe shall take all reasonable precautiont 1o prevent forest fires thereon, and in the event
such fires shall occur, Lessee shall use all reasonable means at Lesseo's command or under Lessee’s cantrol, to
have such fires speedily extinguished

27 HAZARDOUS MATERIALS. Except for Hazardous Material lawfully permitted on
the demised premises in connection with the direct participation of diversified agricultural activiiies on the
demised premises, Lessee shall aot cause or permit any Hazardous Material, ag hereinafier defined, to be brooght
upan, kept, or used in or sbout the demised premises by Lesses, its agents, employses, contractors, or invitees, or
any persons holding under Lessee, Any Hazardous Material lawfully permitted on the demised premises in
connection with the dirsct participation in diversified agricultunal activities on the demised promises, and all
containers therefor, chall be used, kept, stored and disposed of in ® manner that complies with all federal, state,
and local guidelines, Inws or regulations applicable to the Hazardous Matevial, Lessce shall not discharge, leak,
or emit or permit to be discharged, leaked, or emiticd, any material into the atmosphere, ground, sewer system, or
eny body of water, if that materia) (as is reasonebly determined by Lessor, or any govermmentz! suthority) does or
may pollute or contaminate the same, or may adversely affect (z) the health, welfare, or safety of persons,
whether located in the demised premises or elsewhere, or (b) the condition, use, or enjoyment of ary buildings or
any other real or personal property.

I Lessee breaches the obligations staied in this paragraph 27, entitied Hazardous Material, or if
the presence of Hazardous Material on the demised premises csused or parmitted by Letsee results in
contamination of the demised premises or other premises, or if contamination of said demised premises or other
premises by Hazardous Material otherwise occurs for which Lessee is legally liable to Lessor for damage resulting
therefrom, then Lessce shall indemnify, defend and hold Lesser harmless from any and all claims, judgments,
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for the Joss or restriction on uso of, and damages srising from any sdverse Impact.on marketing of said demised
premises or other premises, and sums paid in setdement of claims, attorneys’ fees, consultant fees and expent fees)
which erise during or after the jease 1eTm as & result of such contimination. This indemmification of Lessor by
Lessee includes all reasonable costs incurred In connection with any investigation of site couditions or: any
¢leanup, remedial, removal, or restoration work required by sny federal, stute, or local governmental ageacy or
political subdivision becauso of Hazardous Materiat present iu tha soil or ground water on or mnder sxid demised
premises or other premiises. Without Iiniting tho foregoing, if the prescoce of eny Hazardous Materis] on said
demised premises or other premises capsed or permitted by Lessee resnits in any contamination of said demised
premises or other premises, Lesses shall promptly take all actinos st ity sols expenso &3 sre necessary to return the
demised pramices ar other premises to the condition existing prior to the introduction of any such Hazardous
Material to the demised premises or other premises; provided that Lessor's approval of suth actions shall first be
obtained, which approval shall not be wmreasonably withheld so lohg a3 such sctions would not potentislly haye
any adverse effect on the demiscd premises or othor promises. Lesseo's representations, warrinties and covenants
contained in this paragraph shall survive the term of this Lease. However, Lessor will indenmify and bold Lessee
barmless for any demeges suffered by Lessee resulting fram hazatdons materials exposure cansed by Lessor,

As used in this Lease, the tamm "Hxzardous Materia]” means auy hxzardous or toxic substance,
material or waste which is or becomes regulsted by any local governmental authority, the State of Hawail or the
United States Government.  The term “Hazardous Material® includes, without limitetion, anxy meterial or sabstance
that i3 (i) petroloum, (i) asbestns, (iif) dasignated as a “hazardons substance™ pursant wo Section 313 of the
Federal Water Pollution Coutrol Act (33 U.S.C, §1321), (iv) defined 2¢ a "hazardous waste” pursuant to Sectioa
1004 of the Federal Resource Conservation and Recovery Act, 42 US.C, 6901 et seq (42 US.C, §6503), (v)
defined as a "hazardous substaace™ pursuant to Section 101 of the Comprehiensive Enviroamental Response,
Compensation and Lishility Act, 42 UL.S.C. §9601 et seq. (42 U.S.C. §9601), (vi) dofined es & “regulated
substance” pursuant to Subcbapter IX, Solid Wasto Disposal Act (Regulation of Underground Stacage Tanks), 42
U.S.C. §6931 et seq. or (vii) any similar state or local lawsz, uxdmnnnanrugnlaﬂommworhauﬁnndopmd,
published and/or promulgated pursuant thereto.

28. COVENANT AGAINST DISCRIMINATION. The usa and enjoyment of the
premises shall not be in support of any policy which discrirainates agrinst anyono based upon race, creed, sex,
color, national origin or physical handicap. X

29. MAINTENANCE OF EXISTING INFRASTRUCTURE IMPROVEMENTS.
Notwithstanding any provision to the contrary, Lessor shall be responsible to pay for the vepalr and maintenance
of the existing paved roads, watar tanks and main waterlipes, catch basins and bridge and strears lining below the
bridge, which Lessor caused to be cansitucted in the Waiahole Valley Agricultwral Park and Residential Lotx
Subdivision until such time that any of such improvements are dedicated to & governmental egency or department.
Provided that if any improvements to the same are required as part of any improvement district, Lesses shall be
respansible for the payment of the improvesnent district assessment altocated to the demised premises.

30. MISCELLANEOUS. The term "Lessor™ and "Lessee”™ herein, or any pronouns used in
p!acc thereof, shall mean and include the masculine or feminine, the singular or plurs] number, and jointly and
severally individuals, finms or corporations, and their end each of their respective suceessors, executors,
administrators and assigns, according to the cantext hereof

. LESSEE’S WAIVER OF RIGHT TO PURCHASE FEE SIMPLE INTEREST IN
THE DEMISED PREMISES (il applicable), Lessor acquired the land which comprises the Project, including
the demiscd premises, and caused cestain copital improvements to be made to such land in furtherance of the
public policies set forth in Hawaii Revised Statutes Sec. 166-1 and the public purpese of providing housing
opportunities. Recognizing the contribitions of the State of Hawali to carry out such public policies and purpose
in order to establish the Project, Lessee, for Lessee and Lessee’s successors and assigns, hereby relinquishes,
renounces and waives any right to purchase the fee simple interest in the deroised premises which Leéssee,
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including any successar and assign, now bas or may hereafter have or claim under any Jaw to purchsse the fee
simpla intzrest in such preperty. .

Notwithstanding the foregoing, if any law or court of competent jurisdiction shall determine thar
the walver st forth above in this parugraph 31 shall not be enforceable and shall allow the Lessee, or the
Lesses’s succassors or assigns, to purchass tho fae simple interest in the real propezty copstituting the demised
premises, the purchaze prico shall be not less than the sum of the following:

(1)  Anamouit of tic total general improvement costs (roads, drainage and electrical
improvements) and water systom fmprovements which the Lesses expended to develop the Project and which

should be chergod to the promises by good accounting practice s detennined by the Lessor whose books shall be
prima facio evidence of the correctness of such costs x 7.00%% x mumbsr of yeass from the date of this Lease to

the date of closing of the mle of the fee simple interest in the demised prémiscs; plus
®) Tha fair market vilue of the fes simple imterest unencumbered by this Lease; plus

() All of Legsor’s attarneys’ fees and costs, including appraist] and other consultant fees
arising out of the Jease-to-foe simple conversinn.

32 EXCEPTIONS TQO LEASEHOLD TITLE AND RIGHT OF QUIET
. ENJOYMENT, Lessor is not making any express or implicd representation or warranty to Lessee with respect to
Lessee's lpasehald right, fitle or interest in the demisad premises and right to quict enjoyment of the demised
premises arising out of or in connection with ths following exceptions: -

(a) Any facts, rights, interests or claims which are not shown by the public records but
which could be ascertained by an inspection of the land of which the demised premises is a part or by making
inquiry of persans in possessian thereof,

{®) Any cascments, claim of casement or enclunbrances, whether claimed by prescription,
adverse possession or othefwire, which are not shown by the public records.

(©) Any discrepancies, conflicts in boundary lines, shortage on area, encraachments or any
other facts which a complete and comrect boundary and improvemnent survey or archeological study would -
disclose, inciuding without Jimitation trails, rights of way, historic property or sites and burial sites, and which are
not shown by the public records. .

(d) Any lien, or right to a lien, for services, labor or materiat therctofore or hereefier
furnished, imposed by law and nat shown by the public records.

(e} Clainis arising out of native Hawafian rights customarily or treditionally exercised for
subsistence, cultural, religions, access ot gathering purposes as provided by [aw, including without fimitation the
Constitution of the State of Hawali, Section 1-I or 7-1 Hawaii Revised Statutes or othl:r statutory or case law of &

similar nature,

33. AGREEMENT ABOUT PAYMENTS FOR “MASTER"™ OR “BLANKET™
LIABILITY INSURANCE. If the liability insurence, which is required pursuant to Section |1 above, shall be
available through 2 “master” or “blanket™ policy and if Lessee requests in writing to be covered by such “master”
or “bianket” policy, Lessee aprees ns follows:

(2) Lessee shzll pay to Lessor a prorata share, as determined by Lessor, of the annual
premium for such liability insurance upon the issusnce of this Lensc to Lesses.

®) Lessee shall pay to Lessor an additional sum on or before the first day of each and cvery
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mouth equal to 1/12th of Lesses's prorata share, ax determined by Lessar, of the estimated annual premium for
Lsbility insurance; Lummwhmmmthmmofwﬁmdlwhhhlmﬁﬂlpaym
Lessor as liabllity insurance premioms.

© lmshallnuthawmyobligadm,mmsibﬂilywﬁnbﬂhywpayallormypmnf
the premiums for such “mastcs™ or “bianket” {iabillty insurance palicy. If any lessao of an agricultoral fot or
residential log in the Wiinhols Agricultural Park and Rexidential Lots Bubdivision shall fail, refnse o neglectts .
pay zuch lessee’s prorais share of the sunual Hability insutance prémium, such Jessed's prorata share shail be
prorated among all fessees, menymmadouu»ﬁacsﬁmmdmwmdzmmmdmpay
for liabillty insarance. .

«@ Lmdmllnnthnwanyobﬁgﬁion.rmponxibiﬂﬂaﬂabﬂhytoﬁndnnynmw
replacement “master”™ or “blanket” Hability insurancs policy if any then existing “master” or “blinket” liability
insurance shall be terminated, cancoled or not renewod. If any “master™ or “blankst” liability insurance policy
shall be torminated, canceled or not renewed, Lesses shall be responsible far providinig Lessee’s own liabllity
- insurance coverage pursuant to the requirczents under this Lease,

© Lessor shall not have any duty, responsibility or liability for damages or any other relief
to a legsee or any third party with respect to tho amount, coverage or policy imits of any “master” or “bianket”
liability insurance policy, Lesses may obtain sny additionsl, excess or umbrelia liability insurince for Lessee's
benafit and protection.

(6] Lexsor is not and shall not be deemed to be an insurer, co-instrer or indemnitor with
respoct to gny cliim, Hability, damages of any kind or nature, including any demages. Lessor shall not be liable
to Lessee or any third party if the coverage or palicy limits of such “master” or “blanket™ liability inxurance
policy shall not cover in whole or in part any particalar loss or claim, including the defeaso of any claim.

‘(§)  If Lesses shall fuil, rofuse or neglect to pay Lessee’s prorats share of the estimated
annuat premium for fiabifity insurance or eny additional assessments for Hability insurance premiums, including
any additional assessments to pay the preminms of sther lcssees who ghall have failed, refused or neglected to pay
ali or part of their prorata share of premiwns for lisbility insurance, Lessee shall be in defauit under this Lease.
Any amount which Lessee shall fail, refuse or neglect to pay shall bear interest et the simple annual rate of 12%
until fully psid. The interest collected shall be applied to reduce the premium for such “master” or “blanket™

liability insurance policy.
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" © " Walshole Agricultrsl Pack and Reeldertial Lot Subdivislon
' Apriculenl Lot Gronnd Leate

APFPROVED AS TO FORM:

STATE OF HAWAII
CITY AND COUNTY OF EONOLULU

Og this day of

LESSOR:

HOUSING FINANCE AND DEVELOPMENT
CORPORATION

By: ROY 8. OSHIRO
Its: Executive Director

o N N
R

UK Dt 1950 , 1998, before me appeared

ROY S. OSHIRO, to me personally known, whe, being by me duly sworn, did say that he ia the Excoutive
Directar of HOUSING FINANCE AND DEVELOPMENT CORPORATION, a public body and & body corporats

and politic of the Stato of Hawail; that the

foregoing inttrumeat was signad in bebalf of zaid corpormtion by

authotity of its Board of Directors; azd said ROY 8, OSHIRO ecknowledged said instrument to bo ths froo act

and deed of aaid corporation.
AR T

Walshole Agricaitural Lot Lase

£ et
otary , State of Hawau

My commission expiros &I yery
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[§519-1] Lease renegotiations; calculation of rent;
definition. (a) Whenever any agreement or document for the
lease of private lands provides for the renegotiation of the
rental amount or other recompense during the term of the lease
and such renegotiated rental amount or other recompense is
based, according to the terms of the lease, in whole or in part
upon the fair market value of the land, or the value of the land
as determined by its highest and best use, or words of similar
import, such value, for the purposes of determining the amount
of rental or other recompense, shall be calculated upon the use
to which the land is restricted by the lease document.

(b) The term "lease", "lease agreement”, or "document" as
used in this section, means a conveyance leasing privately-owned
land by a fee simple owner as lessor, or by a lessee as
sublessor, to any person, for a term exceeding five years, in

consideration of a return of rent or other recompense. [L 1969,
c 267, S§1]
§519-2 Residential leases of real property. (a) All

leases as defined by section 516-1, of residential lots, as
defined by section 516-1, existing on June 2, 1975, or entered
into thereafter, which provide for reopening of the contract for
renegotiation of lease rent terms shall in the case of leases
after June 2, 1975, provide the following, or in case of leases
existing on June 2, 1975, shall be construed in conformity with
the following:

(1) Such renegotiations shall not be scheduled more frequently than once every fifteen years,
provided the first of such reopenings shall not be scheduled prior to the fifteenth year following
the initial date of the lease; and

(2) Upon renegotiation, the lease rent payable shall not exceed the amount derived by
multiplying the "owner's basis" by four per cent. For purposes of this section, "owner's basis"
means the current fair market value of the lot, excluding onsite improvements, valued as if the
fee title were unencumbered; less the lessee's share, if any, of the current replacement cost of
providing existing offsite improvements attributable to the land, which replacement cost shall
include an overhead and profit not exceeding twenty per cent of the current replacement cost of
the existing offsite improvements, or less the original lot development credit to the lessee,
whichever is greater. For purposes of this section, "offsite improvements" means all physical
improvements such as, but not limited to, roads, sewer lines, sewage treatment plants, and
underground utility cables, constructed or placed in a subdivision or development off the land
intended for occupancy, which improvements are to be used in common by occupants of all
lands adjoining such improvements or by occupants of all lands for whose benefit the
improvements have been constructed or placed; and "onsite improvements" means all physical
improvements placed on a residential lot intended for occupancy which improvements are for the
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benefit of occupants of that lot, including but not limited to, dwelling units, garages, service
buildings, stairs, walkways, driveways, walls, trees, shrubs, landscaping, and pools.

(b) In the event the parties to a lease are unable to
achieve an agreement under any reopening provision, the Hawaii
housing finance and development corporation or its designee
shall arbitrate, and its findings shall be binding and
conclusive on both parties. Arbitration proceedings under this
subsection will be subject to the following requirements:

(1) An advance deposit, which amount shall be determined by the corporation, equal to
projected expenses and fees of the corporation or its designee for arbitration proceedings shall be
required and shall be paid equally by lessees and lessors. All additional expenses and fees
incurred by the corporation or its designee while acting as the arbitrator shall be borne equally by
lessees and lessors. These additional expenses and fees shall be subject to monthly billings or
other arrangements which may be specified by contract. If more than one lessee is involved in
an arbitration proceeding, all lessees shall share equally in one-half of the arbitration costs. The
same division of costs shall apply if more than one lessor is involved in a proceeding.

(2) Failure on the part of lessees to comply with the provisions set forth in this subsection,
including failure to make advance deposits or payments, shall result in forfeiture of any rights or
remedies under this chapter for arbitration, and the lessees' sole rights and remedies shall be as
provided in the lease document.

(3) Iflessors fail to comply with the provisions of this subsection, including failure to make
advance deposits or payments, then arbitration proceedings under this chapter will cease and the
lease rent shall be set at the most recent fixed lease rent. Upon compliance with the provisions
of this chapter, the arbitration may proceed, with the determination of the new lease rent
effective only from the date of compliance by the lessor.

(4) Except as provided in paragraphs (b)(2) and (b)(3) above, all new lease rents shall be
effective as of the date of reopening.

For the purpose of this subsection, "arbitration
proceedings"” means the actual arbitration conducted by the
corporation or its designee pursuant to a contract executed by
and among the lessees, lessor, and the arbitrator detailing
among other things, the following: description of properties
involved, time of performance, compensation, method of payment,
settlement and other procedures, and termination.

(c) Any covenant or provision of a lease in violation of
this section, shall not be enforceable in any court in this
State.

(d) For the purpose of this section renegotiation shall

not include negotiation for the determination of lease rental
under section 516-66 arising out of an extension under section
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516-65. [L 1975, ¢ 185, §2(2); am L 1976, c 242, §5; am L 1979,
c 105, §49; am L 1984, ¢ 191, §1; am L 1987, c 337, §16; am L
1988, ¢ 104, §2; am L 1997, ¢ 350, §14; am L 2005, c 196,
§26(b); am L 2006, c 180, §16]

§519-3 Leases of real property by a cooperative housing
corporation. (a) All leases, including subleases executed by a
cooperative housing corporation as lessee, and all leases,
including subleases acgquired by a cooperative housing
corporation by assignment, whether executed prior to or after
June 12, 1982, which directly or by incorporation provide for
reopening of the contract for renegotiation of lease rent terms,
shall provide or be construed in conformity with the following:

(1) Such renegotiations shall not be scheduled more frequently than once every ten years;
provided that the first of such reopenings shall not be scheduled prior to the fifteenth year
following the initial date of the lease; and

(2) Upon renegotiation, the lease rent payable by a cooperative housing corporation as lessee,
sublessee, or assignee shall not exceed the amount derived by multiplying the "owner's basis" by
the original percentage rate.

(b) In the event the parties to a lease are unable to
achieve an agreement under any reopening provision, the Hawaii
housing finance and development corporation or its designee
shall arbitrate, and its findings shall be binding and
conclusive on both parties. Arbitration proceedings under this
subsection will be subject to the following requirements:

(1) An advance deposit, which amount shall be determined by the corporation, equal to
projected expenses and fees of the corporation or its designee for arbitration proceedings shall be
required and shall be paid equally by lessees and lessors. All additional expenses and fees
incurred by the corporation or its designee while acting as the arbitrator shall be borne equally by
lessees and lessors. These additional expenses and fees shall be subject to monthly billings or
other arrangements which may be specified by contract. If more than one lessee is involved in
an arbitration proceeding, all lessees shall share equally in one-half of the arbitration costs. The
same division of costs shall apply if more than one lessor is involved in a proceeding.

(2) Failure on the part of lessees to comply with the provisions of this subsection, including
failure to make advance deposits or payments, shall result in forfeiture of any rights or remedies
under this chapter for arbitration, and the lessees' sole rights and remedies shall be as provided in
the lease document.

(3) If lessors fail to comply with the provisions set forth in this subsection, including failure

to make advance deposits or payments, then arbitration proceedings under this chapter will cease
and lease rent shall be set at the most recent fixed lease rent. Upon compliance with the
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provisions set forth in this chapter, the arbitration may proceed, with the determination of the
new lease rent effective only from the date of compliance by the lessor.

(4) Except as set forth in paragraphs (b)(2) and (b)(3) above, all new lease rents shall be
effective as of the date of reopening.

For the purpose of this subsection, "arbitration
proceedings"” means the actual arbitration conducted by the
corporation or its designee pursuant to a contract executed by
and among the lessees, lessor, and the arbitrator detailing
among other things, the following: description of properties
involved, time of performance, compensation, method of payment,
settlement and other procedures, and termination.

(c) Any covenant or provision of a lease in violation of
this section shall not be enforceable in any court in this
State.

(d) For purposes of this section:
"Cooperative housing corporation"” means a corporation:
(1) Having only one class of stock outstanding;

(2) Each of the stockholders of which is entitled, solely by reason of the shareholder's
ownership of stock in the corporation, to occupy for dwelling purposes the dwelling unit in a
building owned or leased by the corporation and situated on land leased by the corporation;

(3) No stockholder of which is entitled, either conditionally or unconditionally, to receive
any distribution not out of earnings and profits of the corporation, except in a complete or partial
liquidation of the corporation; and

(4) Eighty per cent or more of the gross income for the taxable year in which the taxes and
interest described in title 26 United States Code section 216(a) are paid or incurred is derived
from tenant stockholders.

"Offsite improvements"™ means all physical improvements,
including but not limited to roads, sewer lines, sewage
treatment plants, and underground utility cables, constructed or
placed in a subdivision or development off the land intended for
occupancy, which improvements are to be used in common by
occupants of all lands adjoining the improvements or by
occupants of all lands for whose benefit the improvements have
been constructed or placed.

"Onsite improvements" means all physical improvements

placed on a residential lot intended for occupancy, which
improvements are for the benefit of occupants of that lot,

EXHIBIT E




including but not limited to dwelling units, garages, service
buildings, stairs, walkways, driveways, walls, trees, shrubs,
landscaping, and pools.

"Original percentage rate" means the percentage derived by
dividing the annual lease rent established for the first fixed
rent period under the lease by the fair market value of the land
as of the first day of the first fixed rent period.

"Owner's basis" means the value of the lessor's leased fee
interest in the property that would apply if the interest were
normally traded on an open market. The fair market value of the
owner's basis shall be established to provide the lessor with
just compensation for the lessor's interests in the lot and
shall take into consideration every interest and equity of the
lessee in establishing that market value. The value may be
determined by any method that is normally used by qualified
appraisers in establishing the fair market value of a lessor's
leased fee interest in land. [L 1982, ¢ 220, §1; am L 1983, c
166, §2; am L 1984, c 47, §1 and ¢ 191, §2; am L 1987, c 337,
§16; am L 1988, c 104, §2; am L 1997, c 350, §14; am L 2005, c
196, §26(b); am L 2006, c 180, §16; am L 2018, c 18, §41]

[§519-4] Exemption for sustainable affordable ,
developments. Notwithstanding any other law to the contrary, no
lessee under a sustainable affordable lease as defined in
section 516-1 and qualified under section 516-202 may exercise
the rights granted to a lessee under section 519-2. [L 20053, c
197, §4]
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DEPARTMENT OF HUMAN SERVICES
Repeal cof Chapter 15-177 and
Adoption of Chapter 17-2015

Hawaii Administrative Rules

October 21, 2004

1. Chapter 15-177 of Title 15, Hawaii
Administrative Rules, is repealed.

2. Chapter 2015 of Title 17, Hawaii
Administrative Rules, entitled "Real Property Lease
Rent Renegotiations™ is adopted.

7216 ?1 1

EXHIBIT F




HAWATI ADMINISTRATIVE RULES
TITLE 15

DEPARTMENT OF BUSINESS, ECONOMIC DEVELOPMENT
AND TOURISM

SUBTITLE 14

HOUSING AND COMMUNITY DEVELOPMENT CORPORATICN OF
HAWAII

CHAPTER 177
REAL PROPERTY LEASE RENT RENEGOTIATIONS

Repealed

§§15-177-1 to 15-177-15 Repealed. [R NQY 15 2004 1
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HAWAII ADMINISTRATIVE RULES
TITLE 17
DEPARTMENT OF HUMAN SERVICES
SUBTITLE 5

HOUSING. AND YOMMUNITY DEVELOPMENT CORPORATION OF
HAWAIT

CHAPTER 2015

REAL PROPERTY LEASE RENT RENEGCTIATIONS
Subchapter 1 General Provisions

§17-2015-1 Purpose and applicability
§17-2015-2 Definitions

Subchapter 2 Lease Rent Renegotiations

§17-2015-11 Qualifying reguirements for arbitration
of renegotiation of lease rent

§17~2015~12 Reguest for arbitration

§17-2015-13 Review of application and determination
of eligibility

§17-2015-14 Selection and designation of an

arbitrator and execution of contract
§17-2015-15 Arbitration proceedings

Historical note: Chapter 2015 of Title 17,
Hawaii Administrative Rules, is based substantially
upon Chapter 381 of Title 6, Hawail Administrative
Rules, [Eff 3/25/80; R 10/25/99), and Chapter 177 of
Title 15, Hawaii Administrative Rules [Eff 10/25/993;

R NOV 15 2004
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§17-2015-

SUBCHAPTER 1
GENERAL PROVISIONS

§17-2015~1 Purpcse and applicability. This
chapter implements chapter 519, HRS, and applies to
all residential leasehcld lots and leases of real
property by cooperative housing corporations as
defined in chapter 518, HRS. [Eff NéV lb 2004
(AButh: HRS §§91-2; 201G-4) (Imp: HRS §§51%9-2, 519—3)

§17-2015-2 Definitions. Unless otherwise clear
from the context or unless further defined in this
chapter, the definition of "Lease,” and "Lot," in
section 516-1, and definitions in chapter 519, HRS,
shall apply to this chapter. 1In addition, as used in
this chapter:

"Advance deposit" means an amount determired by
the corpecraticon, which shall be paid in advance and 1is
to be azpplied to expenses and fees of the corporation
or its designee for arbitration proceedings.

"ARAT means the American Arbitration Association,
a private, public service, not-for profit organization
offering dispute settlement services in a variety of
industries and businesses.

"Corporation™ means the housing and community
development corporation of Hawaii created under
chapter 201G, Hawali Revised Statutes.

"Executive Director® means the executive director
of the corporation or the executive director’s
designated representative.

"Group of lessees" means more than one lessee
having leasehold interests in separate residential
lots within the same development tract or cooperative
housing corporation.

"Group of lessors” means more than one lessor
having fee ownership interest cf residential lots in
the same development tract or fee ownership interest
in the land leased to a cooperative housing
corporation. :

"Party” means a lessee or group of lessees or a

26 H 2015-2
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§17-2

lessor or a group of lessors.

"Per diem rate" means the daily rate which may be
paid to an arbitrator for professibnal services in
conducting arbitration proceedings for renegotiatien
of lease rent cases. The arbitration proceedings
include services such as, but are not limited to,
prehearing conferences, hearings, study of the
positions and presentations of the parties, providing
meeting facilities, field inspections of real property
site(s), typing, reproduction, and preparation of
award. Not included as part of the per diem rate are
costs associated with neighbor island travel (air and
ground transportation and lodging where appropriate)
plus costs of travel locally by automobile to points
in excess of thirty minutes from an arbitrator's
office. Engagement in the performance of any tasks of
the arbitration proceedings process for a period of
more than six hours in a single day qualifies for the
full per diem rate and performance of those tasks in a
single day totaling less than two hours qualifies for
one-fourth of the per diem rate, two hours of more but
less than four hours qualifies for one-half of the per
diem rate, and four hours or more qualifies for three-
fourths of the per diem rate.

"Renegotiations™ means deliberations between a
lessee and lessor for determining a new lease rent at
the time the ﬁﬁve is reopened as provided in chapter
519. [Eff 152004 3 (puth: HRS §201G-4)

{Imp: HRS §§519-1, 519-2, 519-3}

SUBCHAPTER 2

LEASE RENT RENEGOTIATIONS

§17-2015-11 Qualifving reguirements for
arbitration of renegotiation cof lease rent. All
leases for residential leasehold lots and all leases,
including subleases executed or acgquired by assignment
by cooperative housing corporations shall be eligible
and considered qualified for arbitration if the

2015-3
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§17-2015-12

criteria outlined in sections 519-2 or 519-3, HRS, are

met. [Eff | 7 (Auth: HRS §201G-4) (Imp:
HRs ss519-2, DAYs19 2004

§17-2015-12 Request for arbitration. (a) When a
lessees or group of lessees and a lessor or group of
lessors cannot agree on a renegotiated lease rent and
the lease meets the requirements for arbitration under
chapter 519, HRS, either party may request the
corporation to arbitrate the renegotiations of lease
rent. The reguest for arbitraticn shall include the
following:

(1) Descripticn of the property including its

location and tax map key number;

(2) Name, address, and business and home
telephone numbers, as appropriate, c¢f each
party;

{3) Name, address, and business and home
telephone numbers, as appropriate, of the
representative (if any) for each party:

{4) Signature sheet with the signatures of the
party initiating the request;

{5) Copies of all current lease documents
applicable to the requested action, and if
applicable, copies of any assignment of
lease; and o

(6) Negotiation documents and = Watrative
statement on the current status of
renegotiations including the last offers of
the parties, if available.

(b) The party initiating the request for
arbitration shall submit its portion of the advance
deposit with the filing of the request for
arbitration. The responding party shall pay its share
of the advance deposit upon notification from the
corporation that the lease meets the criteria for
arbitration as outlined in sections 518-2 or 519-3,
HRS. The advance deposit shall be in the form of a
cashier's or certified check or money order in the
following amounts:

26 11 2015-4
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(1) $1,200 per party participating in the
arbitration proceedings for residential

lots; or

(2) $1,200 per cooperative housing corporatiocn
and lessor participating in the arbitration
preceedings.

(c) If the request for arbitration; dogs;sfiot meet
the criteria for arbitration, the initiating party
shall be entitled to a refund of the advance deposit
and the responding party will not be required to pay
its portion of the advance deposit.

(d}y If the request for arbitration meets the
criteria for arbitration as cutlined in sections 515-2
or 515-3, HRS, and if the parties have paid the
advance deposit and the dispute is settled or
withdrawn from arbitration before the contract for
arbitration is executed among the parties and the
arbitrator, or the contract is executed, but before
arbitration proceedings commence, the full amount of
each party's advance deposit shall be refunded.

(e} If the parties settle or withdraw their
dispute from arbitration after the contract has been
executed, but before the arbitration proceedings
commence, the arbitrator shall be compensated with
one-fourth of the per diem rate, the cost of which
shall be shared equally by the partiqgw\;ﬁrefpggment
shall be deducted from the advance deposits made by
the parties. The balance of the deposits is to be
refunded to the parties in equal amounts.

(f) If the parties settle or withdraw their
dispute from arbitration any time after the
arbitration proceedings commence and before the award
is rendered, the arbitrator shall refund all of the
unexpended portion of the advance deposit to the
parties ip equal amounts.

(g) Fees to cover the arbitration proceedings
shall be set by the corporation at a per diem rate
which shall be reviewed in conjunction with updating
the master list of arbitrators to determine whether
any adjustment in the rate amount is warranted.

(h) All projected expenses and fees of the
arbitration proceedings shall be borne equally by each

2015-5
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§17-2015-12

of the parties as prescribed in chapter 519, HRS, and
this chapter.

(i) Failure by either party to pay their
respective share of the advance deposit and costs of
arbitration proceedings, as may be required, shall
result in sanctions as set forth in chapter 519, HRS.
£t NOV 15 7041 (Auth: HRS §201G-4) (Imp: HRS
§§519-2, 518-3)

§17-2015-13 Review of application and
determination of eligibility. (a} WNot later than
fifreen working days after receiving a request for
arbitration, the administrator shall review the case
to determine whether the lease for residential or
cooperative housing corporation property satisfies the
criteria outlined in sections 519-2 or 519-3, HRS, and
this chapter, and the corporation shall notify each
party of the corperation's determination.

(b) If the corporation finds that the lease does
not meet the criteria for arbitration, the corporation
shall take no further action.

(c) If the corporation determines that the lease
does meet the criteria for arbitration, the
corporation shall proceed to designate an arbitrator.

[EfE 5 72004 ! (Ruth: HRS §201G-4) (Imp: HRS
§§519-2"0¥191~3)

§17-2015~19 Selection and designation of an
arbitrator and execution of contract. (a) The
corporation may appoint an arbitrator from the
corperation's staff or may appoint a designee from the
private sector to arbitrate the renegotiation of lease
rent terms.

(b) The corporation shall establish a master
list of all persons responding to solicitations for
qualification statements who meet the requirements for
an arbitrator, as set forth in subsectieon (¢) to
arbitrate renegotiation of lease rent cases.
Additionally, the corporation shall update its master

2165t 1 2015-86
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list of gualified arbitrators each year or at any
other time deemed necessary by the corporation.

{c) The requirements for a person to act as an
arbitrator to arbitrate renegotiation of lease rent
cases shall be as follows:

{1) A real estate appraiser who is certified by
the State of Hawaii, with a minimum of three
years of experience; and

{2} At least one of the following:

(A) Successful completion of training in
arbitration rules and procedures
(conducted or sanctioned by the
American Arbitration Association:

(B) Admission to the panel of the American
Arbitration Association; or

{(C} Performance as an arbitrator in
rendering a decision in at least three
real property arbitration cases; or

{3) A person mutually selected by both parties.

(d} If the. cerporation decides to designate an
arbitrator from the private sector, the corporation
shall furnish each party with an identical list of up
to seven gqualified arbitrators from the corporation's
master list of qualified arbitrators, and each party
shall have the right to peremptorily cross off one
name. Each party shall then rank the remaining names
on the list in the order of preference and shall
return the list to the corporation within ten days
from the date of the referral for further
consideration. The corporation shall assume that each
party concurs in the selection of any named arbitrator
remaining on theilr respective lists.

(¢) The corporation shall review both lists to
determine if there is a mutual choice by preference of
the proposed arbitrators remaining on the lists. If
there is a named arbitrator of mutuzl choice, that
arbitrator shall be selected and appointed by the
administrator. . oy

(f} If for some reason, the preferred, mutual
choice arbitrator is unable to accept the appointment,
the corporation shall select and appoint the next
mutually ranked arkitrator by preference. If there
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§17-2015-14

is no other mutually ranked choice by preference, the
corporation shall make a selection and appointment
from the remaining names on the list provided to the
parties, and if for any reason an appointment cannot
be made from those arbitrators remaining on the list
provided to the parties, the corporation may appeint
an arbitrator without the referral of an additional
list of arbitrators to either party.

{g) Within ten calendar days after the selection
and appointment of an arbitrator by the administratoer,
the corporation shall:

(1) Notify each party and arbitrator; and

(2) Reqguest a written disclosure statement from

the selected arbitrator.

(h) TIf, after review of the arbitrator's
disclosure statement, the parties have no objections
to the selection based on the disclesure statement,
the corpcraticn shall prepare and forward the
arbitration services contract to each party and the
arbitrator for execution. [Eff NOV fs Zﬁlm ]
(Auth: HRS §201G-4) (Imp: HRS §§519-2, 519-3)

§17-2015-15 Arbitraticon proceedings. (a) The
arbitrator shall pursue the arbitration of the
renegotiations in accordance with the arbitration
services contract and chapter 658A, HRS.

{b) The arbitrator shall render an award, a copy
of which the arbitrator shall send to each party and
the corporation. The award shall be completed not
later than thirty days from the date of the last
hearing. :

(c) The corporation shall not participate in the
arbitration proceedings where it has designated an
arbitrator from the private sector to arbitrate the
case, provided the corpcration shall monitor the
proceedings and may act as a resource in the

arbitration. ([Eff NOV l53994] (Autht HRS
-2, =3

§201G-4) (Imp: HRS §§519 ; chapter 648)

2015-8
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DEPARTMENT OF HUMAN SERVICES

The repeal of chapter 15-177 and the adoption of
chapter 17-2015, Hawail Administrative Rules, on the
Summary Page dated October 21, 2004, was adopted on
Qctober 21, 2004, following public hearings held on
September 14, 2004, after public¢ notice was given in
the Honolulu Star-Bulletin, The Garden Isle, The Maui
Times, West Hawaii Today, and Hawall Herald-Tribune
newspapers on August 12, 2004.

The repeal and adoption shall take effect ten
days after filing with the Cffice of the Lieutenant

Governor.
M%/

CHARLES A. STED, Chairperson
Housing and Community

Dgyei?pment Corporation of
_-Hawaij

- "
C_ | L

THEODORE E. LIU

Director of Business,
Economic Development and

Tourism
APPROVED AS TO FORM:
LINDA LINGLE J
Governor

State of Hawaii

pate: _ NOV '3 2004

gei Y - ADN 0. Filed
C o EBHAD
CaTAGT INYNIIAIN
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Waiahole-Waikane Community Association

March 11,2021

Bruce Tsuchida

Principal Planner
TOWNSCAPE, INC.

900 Fort Street Mall, Suite 1160
Honolulu, HI 96813

Aloha Bruce,

Mahalo for your email of Monday, March 8, informing us of the November 7, 2021
expiration date pertaining to the Townscape-HHFDC contract as well as HHFDC’s request for
Townscape to forge ahead with the lease rent re-negotiation process. We are sorry to hear that
the contract cannot be renewed but understand the HHFDC’s position given the revenue/tax
shortfalls that the State of Hawaii is experiencing as a result of the pandemic.

The WWCA has made progress regarding the understanding of the lease rent re-negotiation
process after discussions with Deeley King Pang & Van Etten (the “Law Firm”). We have shared
and discussed these findings with members of the Waiahole-Waikane community over a series of
Zoom calls. At this point in time, we believe that the next steps regarding the lease rent
re-negotiation process is for community members to work towards regaining compliance (if they
are currently out of compliance) and to think about how best they want to approach the process in
2022 (alone/individually or as part of a small hui or as part of a larger, community-wide hui).

We continue to guide them in this process and address their many questions based, in part, on the
counsel of the Law Firm.

At this point we believe it best for the community if Townscape could instead help us
regarding issues related to our struggling farmers. Specifically, we would appreciate the
opportunity to work with Townscape regarding (in no particular order) how best to set up a
Farmers Co-Op/Hui; how best to build a Waiahole-Waikane brand; how best to organize/permit
a
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farmers market; how best to transform fallow fields into producing agricultural farms, and
how best to secure funding for farm or residential improvements.

Clearly we cannot address all of these topics that are outlined here and in our Community
Strategic Plan. Therefore we would ask you first for guidance in selecting the ones that offer the
greatest chance of success for completion given the Nov, 2021 timeframe and then focus on those
topics.

We are currently in the process of asking our farmers to prioritize the list. Please let us
know your thoughts on the above suggestions at your earliest convenience. We look forward to
working with you and Lillie in the months ahead as the pandemic continues to abate and
Covid-19 restrictions are lifted.

Mahalo Ke Akua,

Laurence ZW
Laurence Uyemura,

WWCA President
Waiahole-Waikane Community Association

WAIAHOLE & WAIKANE Community Association, P.O. Box 6566, Kaneohe/Hawaii 96744 / (808)239-7128
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